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PREFATORY  NOTE 


This  document  is  one  of  a  series  of  technical  monographs 
prepared  by  members  of  our  staff.  Each  document  deals  with 
an  important  special  aspect  of  the  financial  problem  of  the 
City  of  New  York.  Recommendations  and  expressions  of  opinion 
contained  in  these  monographs  should  be  ascribed  to  the  authors 
whose  names  appear  on  the  title  pages. 

Robert  M.  Haig 
Carl  S.  Shoup 

Directors,  Finance  Project 


June,  1952 


NOTE  FROM  THE  INSTITUTE  OF  PUBLIC  ADMINISTRATION 
TRANSMITTING  THE  REPORT  TO  THE  DIRECTORS  OF 
THE  FINANCE  STUDY 

By  agreement,  dated  December  8,  1950,  between  the  Insti- 
tute of  Public  Administration  and  Professors  Robert  M.  Haig 
and  Carl  S.  Shoup,  the  Institute  undertook  under  the  terms  of 
their  contract  with  the  City  of  New  York,  executed  on  June  19, 
1950,  to  make  a  study  of  the  budgeting  and  fiscal  administration 
of  the  city  government,  and  to  prepare  a  report  thereon. 

The  scope  of  this  report  was  specifically  confined  to  the 
planning,  management  and  reporting  phases  of  the  financial 
administration  of  the  city  government.  The  fields  of  tax  adminis- 
tration and  debt  management  were  excluded;  likewise,  a  de- 
tailed study  of  the  current  methods  and  procedures  of  auditing, 
accounting  and  purchasing. 

The  study  and  report  covered  the  following  major  con- 
siderations: 

"1.  An  examination  of  the  practices  now  prevailing  in 
the  preparation  of  the  expense  budget  and  the  capital  budget 
of  the  city  government;  the  review  and  authorization  of 
these  budgets  by  the  city's  legislative  bodies;  and  the  admin- 
istration and  controls  employed  in  carrying  out  the  budget 
plans. 

"2.  Financial  management  and  reporting.  Examination 
of  the  powers,  duties,  and  relationships  of  the  agencies  which 
administer  the  city's  finances.  Evaluation  of  the  city's  finan- 
cial administration,  and  recommendations  for  improvement. 

"3.  Examination  and  evaluation  of  the  city's  account- 
ing methods  insofar  as  these  bear  upon  the  general  system 
of  financial  management  and  information  furnished  to  the 
public." 

In  compliance  with  this  agreement  and  its  specifications  the 
Institute  submits  herewith  its  final  report,  with  major  findings 
and  recommendations,  prepared  by  A.  E.  Buck.  Supporting  this 
report  are  ten  memoranda1  prepared  by  the  various  staff  mem- 
bers who  participated  in  the  study. 


1.  One  of  these  supporting  memoranda  is  reproduced  as  an  appendix  to  this 
volume. 
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BUDGETING  AND  FINANCIAL  MANAGEMENT 
OF  THE  CITY  OF  NEW  YORK 


I.    Budgeting  in  the  City  of  New  York 

What  are  the  principal  objectives  of  modern  city  budgeting? 
They  may  be  summarized  briefly  as  follows: 

1.  To  set  up  the  financial  plan,  or  budget,  in  terms  of  pro- 
grams and  projects,  with  supporting  data  to  show  just  how  each  is 
to  be  carried  on  and  what  results  are  to  be  expected.  Planning  on 
this  basis  fixes  administrative  responsibility,  promotes  better  man- 
agement, presents  only  major  policies  and  proposals  for  legislative 
action,  and  informs  the  citizenry  of  governmental  costs,  activities, 
and  accomplishments.  The  federal  government  and  an  increasing 
number  of  city  governments  have  accepted  the  idea  of  a  program 
or  "performance"  budget,  and  are  in  various  stages  of  develop- 
ing it. 

2.  To  co-ordinate  current  and  capital  requirements  in  setting 
up  the  financial  plan.  The  capital  requirements  are  planned  on  the 
same  yearly  basis  as  the  current  needs,  and  the  latter  are  made  to 
reflect  the  maintenance,  operation,  debt  service,  and  other  expenses 
growing  out  of  the  capital  projects.  Capital  planning,  as  developed 
and  applied  by  city  governments  generally  throughout  the  country, 
is  not  conducted  separately  and  apart  from  current  planning. 

3.  To  exhibit  in  one  summary,  understandable,  and  compre- 
hensive plan  the  total  financial  requirements  of  the  city  govern- 
ment, setting  forth  the  major  elements,  such  as  current  expenses, 
capital  outlays,  and  self-supporting  utility  needs,  with  the  means 
of  financing  each  element.  This  summary  plan  is  explained  by  a 
budget  message  which  goes  into  the  major  policies  involved  in 
both  sides  of  the  budget — that  is,  tax  needs  and  expenditure 
requirements.  Such  a  budget  plan  and  message  is  now  being 
widely  produced  in  cities  over  the  country,  particularly  by  the  city 
manager  governments. 


[1] 
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4.  To  facilitate  legislative  consideration  of  the  over-all  budget 
plan  by  an  examination  limited  to  major  policies  and  programs. 
Such  consideration,  even  of  a  properly  prepared  budget,  is  com- 
plicated in  New  York  City  by  two  legislative  bodies,  with  unequal 
budgeting  authority  exercised  at  different  times.  Considered  legis- 
lative action  has  been  found  in  other  cities  to  be  greatly  stimulated 
when  budgets  are  devised  to  exhibit  clearly  the  principal  elements 
involved  in  municipal  taxing  and  spending.  Appropriations  made 
to  programs  or  projects  (sometimes  called  functional  appropria- 
tions) are  now  regarded  by  a  number  of  cities  as  being  legisla- 
tively and  administratively  more  feasible  than  detailed  or  line-item 
appropriations. 

5.  To  promote  and  fix  responsibility  for  administrative  man- 
agement in  the  heads  of  operating  departments.  This  is  accom- 
plished in  many  cities  by  having  quarterly  allotments  of  ap- 
propriations made  by  department  heads  according  to  their  work 
programs,  these  allotments  to  become  effective  upon  review  and 
approval  by  the  executive  or  his  budget  staff  agency.  Monthly 
and  quarterly  reports,  promptly  produced,  then  enable  the  execu- 
tive or  his  staff  to  follow  closely  the  application  of  the  allotted 
funds. 

6.  To  inform  the  citizenry  of  the  government's  needs  in  such 
a  manner  as  to  solicit  both  interest  and  support,  by  emphasizing 
tax  and  expenditure  relations,  major  functions  and  programs, 
essential  work  in  progress  or  to  be  undertaken,  and  significant 
accomplishments  and  end  results.  This  information  is  supplied 
largely  by  a  lucid  budget  document,  frequent  reporting  on 
budgetary  operations  throughout  the  fiscal  year,  and  the  findings 
of  an  independent  audit  of  budget  performance  and  financial 
operations. 

The  present  budgetary  procedure  of  the  New  York  City  gov- 
ernment fails  to  accomplish  in  a  satisfactory  manner  any  of  the 
foregoing  objectives.  This  situation  will  become  apparent  in 
the  following  discussion. 

Preparation  of  the  Expense  Budget 

The  preparation  of  the  so-called  expense  budget  (generally 
referred  to  in  other  cities  as  the  operating  budget)  is  largely 
the  work  of  the  Bureau  of  the  Budget.  As  a  matter  of  fact,  the 
Bureau  is  set  up  around  the  investigational,  clerical  and 
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mechanical  demands  for  doing  this  job,  which  was  its  original 
task.  To  this  task  have  since  been  added  some  duties  with  respect 
to  the  capital  budget,  the  exercise  of  certain  administrative  con- 
trols, and  more  recently  the  making  of  studies  in  management 
analysis.  It  is  true  that  the  operating  departments  and  agencies 
submit  requests  for  appropriations,  supported  by  a  variety  of 
informational  data,  but  these  requests  are  usually  put  on  esti- 
mate forms  supplied  by  the  Bureau  upon  which  its  budget  exam- 
iners have  inserted  both  the  itemization  and  the  current  figures. 
Only  the  items  and  figures  carried  on  these  estimate  forms  get 
into  the  printed  budget  document.  The  other  information  con- 
cerning departmental  needs  and  accomplishments  is  used  by 
the  Bureau's  budget  examiners  in  varying  degrees  but  little, 
if  any,  of  it  ever  reaches  the  legislative  members  or  the  public. 
Such  informational  aids  as  organizational  charts,  work  assign- 
ments, projects,  programs,  institutional  costs,  performance  data, 
and  accomplishments  are  never  included  in  the  printed  budget 
materials. 

The  preparation  of  the  expense  budget  is  usually  approached 
each  year  without  the  enunciation  by  the  Mayor  of  any  definite 
fiscal  policy.  The  letters  which  go  out  from  the  Budget  Director 
to  the  operating  departments  and  agencies  in  November  or 
December  ordinarily  discuss  only  procedural  or  routine  matters. 
The  general  impression  is  that  budget  making  is  a  humdrum 
affair,  of  interest  principally  to  those  who  spend  the  taxpayers' 
money,  and  a  task  which  the  Mayor  can  largely  turn  over 
to  his  budget  staff.1 

And  this  impression  is  borne  out  by  the  low  state  to  which 
the  so-called  "public  hearings,"  conducted  by  the  Budget  Direc- 
tor, have  sunk  in  recent  years.  Although  these  hearings  are 
required  by  the  Administrative  Code,  and  were  originally  intend- 
ed to  be  held  by  the  Mayor,  they  have  now  degenerated  into 
nothing  more  than  a  device  to  speed  up  the  submission  of  the 
departmental  estimates  to  the  Budget  Bureau.  Ten,  15  or  at  the 


1.  See  the  appendix  to  this  report  on  the  preparation  of  the  expense  budget. 
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most  30  minutes  are  allotted  to  the  departments  in  which  to  dis- 
cuss their  needs.  The  questions  asked  by  the  Budget  Director,  his 
assistant  or  representative  are  routine  and  only  occasionally 
solicit  any  information.  The  estimates  have  not  been  studied 
by  the  Budget  Bureau  prior  to  the  hearings,  so  the  need  for  either 
general  or  specific  information  has  not  yet  become  apparent. 
The  public,  though  permitted  to  attend  these  hearings,  is  con- 
spicuous by  its  absence.  Ordinarily  two  or  three  news  reporters 
are  present  and  frequently  a  representative  of  one  of  the  civic 
organizations  interested  in  the  budget. 

The  present  approach  of  the  Budget  Bureau  to  the  work 
of  reviewing  and  revising  the  budget  estimates  does  not  follow 
the  general  practice  found  in  other  large  cities.  Not  only  are 
the  estimates  cast  into  a  definite  mold  —  a  sort  of  analytical 
strait  jacket  —  peculiar  to  New  York  City  but  they  are  some- 
times split  (in  the  case  of  some  of  the  large  departments)  for 
staff  consideration  as  between  the  items  for  personal  services 
and  the  items  for  non-personal  services.  Diverse  staff  judgments 
and  revisions  may  arise  from  this  division  of  the  individual 
department's  estimates  in  which  operating  groups  are  sometimes 
unrelated  to  facilities  or  vice  versa.  Not  only  does  this  happen 
but  the  whole  process  of  estimates  revision  is  carried  out  on  the 
basis  of  objective  details;  that  is,  the  persons  and  things  needed 
to  conduct  programs  or  to  carry  out  projects.  The  departmental 
programs  or  projects,  if  at  all  set  out,  are  not  analyzed  and 
decided  upon  as  such  but  are  translated  into  their  constituent 
details,  whereupon  they  lose  most,  if  not  all,  of  their  functional 
and  costing  significance.  According  to  this  approach,  it  is 
indeed  a  devious  route  to  any  satisfactory  appraisal  of  the 
estimated  needs  of  the  departments  and  agencies  —  one  that 
only  the  "budgetary  ferrets,"  as  the  examiners  of  the  Budget 
Bureau  have  been  called,  can  follow  through  to  the  end. 

Another  unusual  practice  of  the  Budget  Bureau  is  the  so- 
called  executive  or  "private"  sessions  held  by  the  Budget  Direc- 
tor with  his  examiners  when  marking  up  the  final  allowances  on 
the  departmental  estimates.  These  sessions  are  held  in  camera; 
indeed,  not  even  the  commissioner  of  the  department  concerned 
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may  "sit  in"  on  them.2  There  is  evidence  that  some  of  the  depart- 
mental heads  may  be  told  after  these  sessions  about  the  revisions 
which  have  been  made  in  their  estimates  but  there  are  other 
departmental  heads  who  do  not  know  what  reductions  or 
adjustments  have  been  made  until  they  see  the  printed  budget 
recommendations  submitted  by  the  Mayor  to  the  Board  of 
Estimate  on  April  1.  What  happens  in  this  respect  seems  to 
depend  largely  upon  how  persistent  the  departmental  head  is 
and  how  well  he  stands  in  with  the  Budget  Director.  It  was  assert- 
ed by  some  departmental  heads,  who  were  not  even  told  of  the 
changes,  that  they  could  have  suggested  much  more  appropriate 
reductions  from  the  standpoint  of  administering  the  depart- 
mental work  than  those  made  by  the  Budget  Director.  The  seri- 
ousness of  this  secretive,  not  to  say  dictatorial,  method  of  making 
revisions  in  the  estimates  is  augmented  by  the  fact  that  the 
Mayor  does  not  find  the  opportunity  during  his  limited  review 
of  what  the  Budget  Director  has  done  to  the  estimates  to  talk 
over  the  revisions  with  the  departmental  heads.  In  his  all-too- 
brief  "budget  retreat,"  the  Mayor  must  of  necessity  accept  the 
judgment  and  revisions  of  the  Budget  Director  and  this  may 
not  be  the  wisest  course  to  follow  from  the  standpoint  of  effective 
departmental  administration. 

The  Expense  Budget  Documents 

There  are  two  expense  budget  documents  and  a  three-page 
summary  submitted  by  the  Mayor  to  the  Board  of  Estimate  on 
April  1.  One  of  these  documents  is  what  may  be  termed  the 
Mayor's  budget  message.  The  other  document  is  the  huge,  1,300- 
page  compilation  of  the  expenditure  estimates  and  executive 
allowances.  Since  this  compilation  is  practically  without  sum- 
mary tables  of  any  kind,  these  tables  are  supplied  on  separate 
large  sheets,  showing  departmental  totals,  personal  service  totals, 
and  non-personal  service  totals. 

2.  The  writer  requested  the  opportunity  to  "sit  in"  on  a  few  of  these  sessions. 
At  first  the  Budget  Director  agreed  to  the  request  but  later  "reneged"  on  it.  As  a 
substitute  he  had  a  budget  examiner  "stage"  the  session  on  the  Parks  Department 
as  it  presumably  took  place. 
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The  Mayor's  budget  message,  written  largely  by  the  Budget 
Bureau,  furnishes  the  only  experience  data  and  justification  of 
the  departmental  allowances.  But  it  is  quite  sketchy,  lacking  in 
much  basic  budget  information,  and  on  the  whole  quite  uncon- 
\  incing  to  one  with  more  than  a  superficial  understanding  of  the 
city's  work.  The  message  discusses  only  the  current  year's  ap- 
propriations and  modifications  in  contrast  with  the  executive 
allowances  for  the  very  good  reason  that  the  present  accounting 
system  and  current  fiscal  methods  of  the  city  are  not  designed 
to  produce  within  a  reasonable  time  the  actual  budget  figures  of 
the  previous  year.  The  Mayor's  budget  discussion  is  therefore 
based  solely  upon  the  relations  of  the  current  year's  estimate  to 
his  proposed  estimate  for  the  next  year;  it  is  not  in  anywise 
related  to  the  actual  expenditures  of  the  previous  year,  which  if 
available  would  often  present  quite  a  different  picture. 

The  1938  Charter  carried  a  provision  which  required  the 
Mayor's  budget  to  be  in  such  form  as  to  show  clearly  for  pur- 
poses of  comparison  "The  appropriations  for  the  preceding  fiscal 
year  by  code  items  with  supporting  line  schedules,  with  modi- 
fications thereof  indicated  and  unencumbered  balances  shown." 
This  provision,  which  was  the  first  numbered  subsection  of 
Section  119,  was  never  realized  in  budget  preparation.  It  was 
soon  stricken  from  the  Charter  by  action  of  the  City  Council 
(Local  Law  No.  35,  effective  July  2,  1942).  This  action  was 
presumably  taken  upon  the  recommendation  of  the  Budget 
Bureau,  or  the  Comptroller's  Office,  or  both. 

Except  for  a  summary  table  showing  the  executive  expendi- 
ture proposals  in  relation  to  the  estimated  general  fund  revenues, 
special  and  miscellaneous  receipts,  and  the  probable  real  estate 
tax  levy,  the  Mayor's  budget  message  contains  no  discussion  of 
the  vitally  important  means  of  financing  the  expense  budget. 
The  major  interest  set  forth  in  the  budget  message  is  plainly  one 
of  spending,  the  embarrassing  prospects  of  the  tax  and  revenue 
situation  being  passed  over  as  lightly  as  possible. 

The  general  fund  revenue  estimates,  referred  to  in  the 
Mayor's  budget  message,  are  those  made  by  the  Comptroller  on 
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February  15,  under  a  provision  of  the  City  Charter.  In  other 
words,  the  preparation  of  the  revenue  estimates  for  financing 
the  expense  budget  is  a  responsibility  of  the  Comptroller;  there- 
fore, the  Mayor  in  effect  determines  only  the  expenditure  side 
of  the  expense  budget.  On  the  basis  of  budgetary  experience  in 
other  large  cities,  this  arrangement  appears  to  be  an  undesirable 
division  of  budgetary  responsibility  between  two  elective  offi- 
cials. The  Comptroller's  point  of  view  on  budgetary  matters  is 
usually  different  from  that  of  the  Mayor,  and  his  habitual  prac- 
tice of  underestimating  the  general  fund  revenues  is  not  entirely 
defensible. 

The  document  presenting  the  compilation  of  the  expenditure 
estimates  and  the  executive  allowances  is  an  itemized  list  of 
thousands  of  lines,  showing  individual  positions,  kinds  of  sup- 
plies and  materials,  types  of  equipment,  and  other  things  which 
the  city  government  acquires  during  the  course  of  a  year  to  carry 
on  its  work.  This  list  usually  runs  seriatim  through  each  depart- 
ment or  agency  in  the  order  just  named.  As  a  rule  there  is  little 
or  no  indication  of  the  assignment  of  these  items  to  either  de- 
partmental functions  or  organizational  subunits.  For  example, 
one  could  not  guess  from  the  grouping  of  these  items  how  many 
prisons  or  detention  pens  are  being  operated  by  the  Department 
of  Correction,  or  how  many  welfare  institutions  and  centers  are 
being  run  by  the  Department  of  Welfare.  And  furthermore,  by 
looking  at  the  imposing  list  of  items  presented  in  these  depart- 
mental budgets,  one  could  not  by  any  stretch  of  the  imagination 
arrive  at  the  types  of  services  rendered  by,  or  the  kinds  and 
numbers  of  inmates  or  patients  kept  in,  these  prisons  and  insti- 
tutions. From  the  standpoints  of  administrative  programs  and 
achievements,  the  present  budget  compilation  furnishes  no  sub- 
stantial information;  indeed,  it  oftentimes  does  not  afford  even 
the  slightest  clues.  Anyone  who  attempts  to  understand  what  is 
presented  on  the  printed  pages  of  the  compilation  finds  himself 
confronted  with  the  Budget  Bureau's  alphabetic  jargon,  which 
requires  a  key  at  the  bottom  of  each  page  of  personal  services 
to  decipher  it.  All  of  this  —  and  more  —  tends  to  discourage 
completely  any  popular  understanding  of  the  expenditure  re- 
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quirements  carried  in  the  budget  compilation.  Only  the  exam- 
iners of  the  Budget  Bureau  and  the  specially  tutored  departmen- 
tal officers  know  the  administrative  implications  of  the  line-items 
in  the  budget  compilation. 

Program  Budgeting  Proposed.  In  order  to  produce  a  more 
understandable  and  administratively  more  workable  budget  plan 
—  one  that  is  vastly  more  informative  to  the  legislative  members 
and  to  the  citizens  than  the  present  ponderous  expense  budget 
document  —  the  city's  budget  should  be  completely  recast  along 
program  lines.  The  program  budget  is  now  being  developed  and 
applied  by  several  of  the  larger  cities  of  the  country.  This  ap- 
proach, popularly  called  "performance  budgeting,"  stresses  the 
work  or  service  to  be  performed  rather  than  merely  the  things 
to  be  acquired.  It  is  basic  to  the  processes  of  administrative  man- 
agement. No  departmental  head  is  "worth  his  salt"  who  does 
not  think  about  what  his  department  does  or  proposes  to  under- 
take in  terms  of  programs  or  projects.  The  Mayor  and  his  top- 
level  staff  agencies  cannot  make  a  satisfactory  appraisal  of 
administrative  performance  or  accomplishments  except  through 
an  analysis  of  work  programs  or  plans.  To  try  to  decide  admin- 
istrative issues  or  needs  upon  the  basis  solely  of  the  number  of 
employees  and  the  use  or  consumption  of  supplies,  materials  and 
equipment  is  to  overlook  completely  the  fact  that  these  things 
are  only  means  to  an  end,  the  end  being  the  work  or  service 
to  be  performed.  A  measure  of  this  work  or  service,  when  cast  up 
in  definite  programs  or  projects,  determines  the  quantities  and 
consumption  rate  of  the  things  for  which  the  city  government  is 
required  to  spend  its  money. 

It  is  proposed  that  the  New  York  City  authorities  start  at 
once  to  move  in  the  direction  of  a  program  budget.  To  illustrate 
how  a  program  budget  may  be  constructed  for  a  major  city 
department,  the  budget  survey  staff  prepared  a  suggested  pro- 
gram budget  for  the  Department  of  Welfare.  It  will  be  seen  that 
this  budget  sets  up  the  major  programs  of  that  Department  on 
one  page  and  indicates  the  general  nature  and  requirements  of 
each  program.  Then  the  supporting  schedule  to  this  page  devel- 
ops the  organizational  and  operational  data  and  needs  under 


BUDGETING  IN  THE  CITY  OF  NEW  YORK 


0 


each  major  program.  Finally,  this  supporting  schedule  is  trans- 
lated into  the  personal  services  and  other  things  to  be  bought 
in  order  to  carry  on  the  programs.  The  Children's  Center  is  used 
to  illustrate  this  final  breakdown  of  the  programs.3 

In  making  appropriations  to  carry  out  the  proposed  program 
budget  the  breakdown  shown  on  the  supporting  schedule  would 
be  used  at  first.  This  breakdown,  it  will  be  observed,  is  for 
personal  services  and  non-personal  services  under  each  func- 
tional unit,  and  exhibits  separately  city,  state  and  federal 
funds.  Such  approach  would  greatly  reduce  the  number  of  ap- 
propriations as  compared  with  the  present  line-item  basis.  Later, 
when  the  proposed  accounting  and  budgetary  controls  are 
firmly  established,  the  appropriations  could  be  made  on  the 
basis  of  the  amounts  set  up  for  each  of  the  major  programs  on 
the  summary  page  and  still  assure  adequate  budgetary  control 
with  maximum  administrative  flexibility. 

Possibility  of  Starting  Immediately  on  Program  Budget. 
Some  of  the  major  departments,  if  permitted,  can  embark  on  pro- 
gram budgeting  almost  immediately.  These  departments  are 
Welfare,  Correction,  Education,  and  perhaps  Sanitation,  Parks, 
and  Public  Works.  Other  departments  will  require  some  time 
to  work  out  their  major  programs  and  realign  their  structures 
with  their  principal  functions. 

The  Board  of  Education  now  makes  up  and  publishes  for 
its  department  a  budget  estimate  that  is  in  effect  on  a  functional 
basis.  It  could  be  transformed  without  much  work  into  a  pro- 
gram budget.  It  offers  a  considerable  amount  of  the  supporting 
details  already  suggested.  This  budget  estimate  of  the  Board  of 
Education,  before  it  is  included  in  the  expense  budget,  is  now 
translated  into  the  meaningless  (except  for  the  initiated)  codes, 
symbols  and  line-items  which  are  the  stock  in  trade  of  the  Budget 
Bureau. 

The  Board  of  Transportation  has  recently  evolved  for  the 
transit  system  an  operating  budget  that  is  set  up  largely  on  a 


3.  See  unpublished  memorandum  on  "Proposed  Program  Budget  for  The 
Department  of  Welfare." 
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program  or  project  basis.  This  budget  is  summarized  on  a  single, 
fold-in  page,  which  is  followed  by  more  than  100  pages  of  sup- 
porting details.  The  over-all  budgetary  controls  of  the  Board 
are  exercised  on  the  basis  of  the  figures  shown  on  the  single,  sum- 
mary page. 

Preparation  of  the  Capital  Budget  and  Program 

Legislation  for  the  preparation  of  a  capital  budget  for  the 
city  was  first  enacted  in  1933,  and  the  budget  was  referred  to 
as  a  "work  program  of  public  improvements."  The  Chief 
Engineer  of  the  Board  of  Estimate  was  made  responsible  for 
getting  together  the  estimates  of  departmental  projects  and  set- 
ting them  up  in  a  uniform  manner.  He  determined  a  "priority 
list"  of  projects  in  relation  to  the  master  plan,  which  apparently 
was  only  a  fond  hope  at  that  time.  The  Director  of  the  Budget 
then  took  over  and  prepared  "a  capital  outlay  budget,"  which 
the  Mayor  submitted  to  the  Board  of  Estimate. 

Apparently  this  procedure  for  a  capital  budget  did  not  work 
very  well,  so  the  Charter  Revision  Commission  of  1935  wrote  a 
new  and  more  elaborate  procedure  into  the  Charter  which  was 
adopted  and  became  effective  in  1938.  The  latter  procedure 
set  up  the  City  Planning  Commission  as  the  agency  to  collect 
and  compile  the  estimates  for  capital  projects  from  the  various 
city  departments  and  agencies.  The  capital  projects  wrere  esti- 
mated on  the  basis  of  the  calendar  rather  than  the  fiscal  year 
and  the  time  schedule  for  their  consideration  and  adoption  was 
arranged  accordingly.  From  the  very  outset  the  capital  budget 
therefore  overlapped  by  six  months  the  expense  budget  and  like- 
wise any  provisions  which  the  latter  made  for  the  maintenance, 
staffing  and  operation  of  newly  completed  capital  improvements. 
In  addition  to  preparing  the  capital  budget,  the  Planning  Com- 
mission was  required  to  get  together  the  proposed  capital  proj- 
ects for  the  five  subsequent  years  and  set  them  up  in  the  form 
of  a  capital  program  which  was  revised  and  extended  each  year. 

According  to  present  practice  the  City  Planning  Commission 
provides  forms  upon  which  the  departments  and  agencies  of  the 
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city  government  list  their  requested  new  capital  projects,  and 
pending  and  uncompleted  projects.  The  new  or  pending  projects 
are  required  to  be  listed  in  the  order  of  their  desirability  or 
urgency.  The  Commission  accepts  this  order  or  "priority"  with 
respect  to  the  arrangement  of  the  projects  which  can  be  financed 
for  the  year  immediately  ahead  but,  if  the  means  of  capital 
financing  will  not  permit  undertaking  all  the  projects  so  listed, 
then  the  Commission  may  shift  some  of  the  projects  at  the  end 
of  the  list  to  subsequent  years  of  the  capital  program. 

An  examination  of  the  desirability  of  the  capital  projects  is 
made  by  the  Planning  Commission  at  hearings,  usually  con- 
ducted the  latter  part  of  August.  The  departments  and  agencies 
explain  and  defend  their  requests  for  projects  at  these  hearings 
which  are  participated  in  by  some  staff  members  of  the  Budget 
Bureau. 

By  the  middle  of  August  the  Comptroller  submits  to  the 
Planning  Commission  (also  the  Board  of  Estimate,  the  Council, 
and  the  Budget  Director)  a  report  on  the  status  of  capital  proj- 
ects under  construction  which  comments  on  the  city's  financial 
condition  and  advises  the  amount  and  nature  of  debt  that  may 
be  incurred  for  capital  projects.  He  also  reports  to  the  Board  of 
Estimate  on  the  status  of  the  city's  funded  indebtedness  and 
constitutional  debt-incurring  power  as  of  June  30. 

On  September  1,  the  Budget  Director  reports  to  the  Mayor 
as  to  the  recommended  maximum  amounts  allowable  for  capital 
projects  during  each  of  the  next  six  years.  He  also  makes  such 
comments  and  recommendations  as  he  deems  advisable.  By  Sep- 
tember 15,  the  Mayor  submits  to  the  Planning  Commission  the 
Budget  Director's  report,  a  statement  of  what  obligations  he 
thinks  the  city  may  incur  for  capital  projects  during  the  forth- 
coming year  and  his  general  recommendations  as  to  what  proj- 
ects should  be  included  in  the  capital  budget. 

Thus  fortified  and  equipped  with  official  information  on 
capital  needs  and  requirements,  the  Planning  Commission  goes 
into  executive  sessions  and  comes  up  with  a  "proposed  capital 
budget"  for  public  hearings  early  in  October.  After  these  hear- 
ings are  held,  the  Commission  prepares  a  "proposed  capital 
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budget  and  capital  program,"  which  it  formally  adopts  and 
submits  to  the  Board  of  Estimate,  the  Council,  the  Budget  Direc- 
tor, and  the  Comptroller  on  November  1.  This  document  con- 
tains an  appendix  which  lists  the  assessable  improvements  for 
the  five  boroughs  and  over-all  assessments  under  a  "program" 
extending  over  each  of  the  next  four  years  and  a  total  for  the 
years  beyond.  The  appendix,  however,  does  not  presume  to 
present  a  complete  or  even  an  adequate  statement  of  the  assess- 
able improvements. 

By  November  15,  the  Comptroller  submits  to  the  Board  of 
Estimate  and  the  Council  his  comments  on  the  proposed  capital 
budget  and  program.  By  November  20,  the  Budget  Director  also 
submits  to  the  Board  of  Estimate  his  comments  and  recommenda- 
tions on  the  same  budget  and  program. 

Thus,  there  are  before  the  Board  of  Estimate  and  the  Coun- 
cil the  Planning  Commission's  "proposed  capital  budget  and 
capital  program,"  the  Comptroller's  comments  on  this  document, 
and  likewise  the  Budget  Director's  comments.  In  other  words, 
the  legislative  bodies  have  for  consideration  a  capital  budget 
and  two  sets  of  comments,  one  prepared  by  the  city's  inde- 
pendent fiscal  officer  and  the  other  by  the  executive's  budget 
officer. 

The  means  of  financing  the  capital  budget  are  not  set  forth 
or  recapitulated  at  the  time  this  budget  is  submitted  to  the 
legislative  bodies.  It  is  true  that  the  City  Planning  Commission 
customarily  prefaces  its  printed  capital  budget  and  program 
with  what  may  be  called  a  budget  message  but  this  message 
deals  almost  entirely  with  the  capital  projects  and  the  general 
situations  which  control  their  relative  priorities.  For  a  discussion 
of  the  means  of  financing  the  capital  budget  one  must  go  back 
to  the  August  15  statement  of  the  Comptroller  which  anticipates 
the  preparation  of  the  capital  budget  and  therefore  is  in  the 
nature  of  a  preliminary  survey  of  the  situation. 

It  is  apparent  that  certain  elements  of  the  capital  budget 
definitely  tie  into  the  expense  or  operating  budget.  The  financing 
of  the  capital  budget  is  a  matter  which  must  be  taken  care  of 
either  currently  or  eventually  in  the  expense  budget.  The  pay- 
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ment  of  interest  and  principal  on  the  bonds  issued  for  capital 
projects  must  be  provided  for  in  the  expense  budget.  The  cost 
of  staffing  buildings  and  other  structures  erected  under  the 
capital  budget  must  be  met  by  operating  funds  from  the  expense 
budget.  Maintenance  starts  immediately  structures  are  com- 
pleted and  this  cost  also  must  be  included  in  the  expense  budget. 
Notwithstanding  this  interlocking  of  the  two  budgets,  they 
are  now  prepared  on  entirely  separate  bases  and  for  different 
periods. 

Proposal  to  Co-ordinate  Current  and  Capital  Budgets.  It  is 
proposed  to  set  up  the  capital  budget  on  the  fiscal  instead  of  the 
calendar  year  basis  and  to  have  it  considered  and  approved  at 
the  same  time  the  operating  or  expense  budget  is  being  author- 
ized by  the  city's  legislative  bodies.  This  transition  can  be  made 
by  adopting  a  capital  budget  extending  over  a  year  and  a  half. 
Thereafter  the  capital  budget  would  be  for  the  same  period  as 
the  expense  budget.  The  task  of  preparing  the  two  budgets  at 
the  same  time  can  be  easily  handled,  provided  certain  adjust- 
ments are  made  in  staff  assignments. 

It  is  suggested  that  the  City  Planning  Commission  continue 
to  prepare  the  proposed  capital  budget  and  five-year  capital 
program  but  on  a  revised  calendar  which  would  require  the 
printed  document  to  be  ready  by  about  January  1.  The  Budget 
Bureau  should  then  consider  the  proposed  capital  budget  along 
with  the  estimates  for  the  expense  budget;  and  the  two  budgets, 
with  whatever  revisions  seemed  to  be  necessary,  should  be 
integrated  into  a  single  budget  picture.  The  responsibility  of  the 
Planning  Commission  for  the  preparation  of  a  tentative  capital 
budget  and  program  would  remain  about  what  it  is  at  the 
present  time.  But  the  Mayor,  acting  through  his  Budget  Bureau, 
should  have  the  power  to  reduce  the  proposed  capital  budget 
requirements  to  a  point  that  is  compatible  with  the  resources  and 
financing  of  the  total  budget. 

It  is  suggested  that  the  assessable  improvements  should  be 
included  as  a  section  of  the  capital  budget  and  program.  Such 
a  proposal  has  recently  been  made  by  the  Comptroller.  It  would 
appear  to  be  both  sound  and  feasible. 
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Biulgeting  Done  Piecemeal — Not  in  One  Comprehensive  Plan 

It  was  originally  intended  that  the  city  budget  should  present 
a  complete  financial  plan/  But  budgetary  and  fiscal  practice  has 
since  completely  perverted  that  idea.  The  city's  budgeting  is  now 
done  piecemeal,  at  different  times  and  for  various  periods.  And 
more  than  that;  this  chopped-up  and  unrelated  budgetary 
process  lacks  both  fiscal  logic  and  administrative  reality.  It  can- 
not be  justified  as  a  matter  of  usage  because  it  is  without  the 
virtues  whereby  even  custom  can  survive. 

One  has  only  to  take  a  glance  at  the  various  fragments  which 
make  up  the  city's  total  scheme  of  financial  planning  to  be  fully 
aware  of  this  situation.  The  expense  budget,  popularly  regarded 
as  the  biulget  of  the  city  government,  is  not  even  a  total  operat- 
ing budget  and  besides  it  carries  some  capital  expenditures.  The 
operating  budget  of  the  transit  system,  amounting  to  about  $224 
million,  is  entirely  outside  the  expense  budget,  being  prepared 
and  authorized  by  the  Board  of  Transportation  without  review 
by  the  city  authorities.  Although  the  City  Housing  Authority  is 
subsidized  by  the  expense  budget  to  the  amount  of  $1.2  million, 
it  does  its  own  budgeting  independently  of  the  city  authorities  on 
the  calendar  year  basis.  Some  left-handed  budgetary  controls, 
however,  are  exercised  over  the  Authority  by  the  Board  of  Esti- 
mate and  the  Budget  Director  under  special  schedules.5 

But  the  most  striking  departure  from  comprehensive  budget- 
ing is  the  growth  in  recent  years  of  the  so-called  "special  sched- 
ules," which  contain  large  numbers  of  personnel  and  other  items 
that  are  budgeted  schedule  by  schedule  at  various  times  during 
the  year.  The  contents  of  these  schedules  are  often  closely  related 
to  those  of  the  schedules  in  the  expense  budget,  and  most  of  them 


4.  The  1933  legislation,  providing  for  a  city  budget  prepared  under  the  direc- 
tion of  the  Mayor  by  the  Bureau  of  the  Budget,  said:  'The  purpose  and  intent  is 
that  the  budget  so  prepared  shall  contain  a  complete  program  giving  the  sources 
and  estimated  revenues  of  the  city  and  county  governments  and  the  amounts 
required  for  the  administration,  maintenance,  and  operation  of  said  governments." 

5.  See  accompanying  Table  I  of  Special  Schedules. 


Table  I 

Special  Schedules,  Not  Included  in  the  Expense  Budget 


Personal 

1951-52 

Number  of 

Services 

Estimate 

Department,  Office,  or  Agency 

Effective  Date 

Financed  By 

Positions 

(Does  Not 

Other  Than 

Totals 

Number 

Listed 

Include 
Accruals) 

Personal  Services 

2     Mayoralty— Reception  Committee  Fiscal  1950-51 

4  Estimate,  Board  of— Bureau  of  Real  Estate  7/  1/50-  6/30/51 
Estimate,  Board  of— Bureau  of  Real  Estate  2/  1/51-  1/31/52 

5  President,  Borough  of  Manhattan  1/  1/51-12/31/51 

8      President,  Borough  of  Queens 


Comptroller  7/  1/50-  6/30/51 

Budget,  Bureau  of  the— Engineering  Divi-  7/  1/50-  6/30/51 

Finance,  Department  of  7/  1/50-  6/30/51 

Finance,  Department  of  7/  1/50-  6/30/51 

Finance,  Department  of  Effective  12/  l/50d 

Law  Department  7/  1/50-  6/30/51 

Law  Department  7/  1/50-  6/30/51 

Law  Department  7/  1/50-  6/30/51 

Law  Department  7/  1/50-  6/30/51 

City  Planning  Commission  12/  1/50-11/30/51 

Public  Works,  Department  of  1/  1/51-12/31/51 

Education,  Department  of — School  Lunch  7/  1/50-  6/30/51 
Program 

Education,  Department  of— Child  Welfare  7/  1/50-  6/30/51 
Division 

Education.  Department  of— Recreation  7/  1/50-  6/30/51 
Division 

Higher  Education.  Board  of- Architecture  1/  1/51-12/31/51 

and  Engineering  Unit 

Higher  Education,  Board  of— Architecture  4/  1/49-  5/  1/51 

and  Engineering  Unit 

Higher  Education,  Board  of— Architecture  2/  1/49-  2/  1/53 

and  Engineering  Unit 

Higher  Education,  Board  of— Architecture  7/  1/50-  6/30/52 

and  Engineering  Unit 

Higher  Education,  Board  of— Architecture  7/  1/50-  6/30/51 

and  Engineering  Unit 

Higher  Education,  Board  of— City  College  7/  1/50-  6/30/51 

City  College— Veteran's  Housing  7/  1/50-  6/30/51 

Brooklyn.City.HunterandQueensCoHeges  7/  1/50-  6/30/51 

Parks,  Department  of— Gorman  Memorial  1/  1/51-12/31/51 
Parks,  Department  ol  1/  1/51-12/31/51 


47  Fire  Department  1/  1/51-12/31/51 

51  Traffic,  Department  of  1/16/51-12/31/51 

53  New  York  Veteran's  Service  Center  7/  1/50-  6/30/51 

65  Domestic  Relations  Court  7/  1/50-  6/30/51 

66  City  Magistrates'  Court  7/  1/50-  6/30/51 

68  Transportation,  Board  of  7/  1/50-  6/30/51 
Transportation,  Board  ol  7/  1/50-  6/30/51 

69  Marine  and  Aviation,  Department  of  1/1/51-12/31/51 


Transfer  from  Account  98-009  (Salary  Ac- 
cruals) 
Budget  Notes 
Real  Property  Funds 

Repaying  and  Assessment  Funds,  Corpor- 
ate Stock  or  Serial  Bonds,  Capital  Notes 
1/  1/51-12/31/51   Repaying  and  Assessment  Funds,  Corpor- 
ate Stock  or  Serial  Bonds,  Capital  Notes 
Budget  Notes 

Serial  Bonds,  Capital  Notes 


Budget  Notes 
Budget  Notes 

Sewer  Rentals  Credited  to  Sewer  Fund 
Budget  Notes 

Triborough  Bridge  Authority 
New  York  Parking  Authority 
Board  of  Transportation 
Slum  Clearance  Funds,  Serial  Bonds,  Capi- 
tal Notes' 


100,057.00 
343,OOO.0Ob 
406,268,00 


115,500,00 
15,372.00 

238,500.00 
518,306.00 

81,378.50 
144.058.00 

40.805.40 
1.000.00 

29,080.00 

43,712.00 


$6,400.00 
9,750.00 


30,000.00 
26,744.00 
91,296.50 
2,635.00 


Federal  and  Special  Funds 

Matching  State  and  City  Funds.  Only  City 
Funds  Included— Budget  Notes 

Matching  State  and  City  Funds.  Only  Gty 
Funds  Included — Budget  Notes 

Serial  Bonds,  Capital  Notes 

Serial  Bonds,  Capital  Notes 

Serial  Bonds,  Capital  Notes 

Serial  Bonds,  Capital  Notes 

Serial  Bonds,  Capital  Notes 

Veteran's  Fund  and  Non-Veteran  Student 
Receipts 

Tan  Levy  (Code  4310-003).  Rentals  from 
Student  Housing  and  Concessions 

Fees  from  Non-Matriculated  Students  and 
Others  in  Vocational  Courses  (Code  45- 
1-12)  Sec.  6208,  Art.  125,  Education  Law 

Special  Fund  (Code  98-133-90) 

Serial  and  Assessment  Bonds;  Special  Cor- 
porate Stock  i  Assessment  i ;  Budget  and 
Capital  Notes;  Repaying,  Special  Trust 
Funds 

Serial  Bonds,  Capital  Notes 
Serial  Bonds,  Capital  Notes 
Budget  Notes 

Matching  State  and  City  Funds.  Only  City 
Funds  Included — Budget  Notes 

Matching  State  and  City  Funds.  Only  City 
Funds  Included — Budget  Notes 

Capital  Budget  Construction 

Operating  Revenues 

Corporate  Stock,  Serial  Bonds,  Capital 


2.964,208.00   

2,735,000.00  3,286,930.00 


205,050.00 
267,626.70 
45,906.00 
18,455.00 
32,963.00 
14,642.00 
7,321.00 
621,361.40 
160,450.14 


15,550.00 
14,747.29 

4,000.00 
2,000.00 

2,000.00 


93,875.00 
72,455.00 


109,807.00 
343.000.00 
406,268.00 


115,500.00 
15,372.00 

268.500.00 
545,050.00 
172,675.00 
146,693.00 
40,805.40 
1,000.00 
29,080.00 
60,800.00 

2.964.208.00 
6,021,930.00 

220,600.00 

282,373.99 

49,906.00 

20,455.00 

34,963.00 

14,642.00 

7,321.00 

715,236.40 

232,905.14 


(Amounts  could  not  be  determined) 


2  5,460.00   

143       598,816.00''  50,000.00 


70     Water  Supply,  Gas  and  Electricity,  De-  7/  1/50-  6/30/51  Sewer  Rentals 
partment  of 

Water  Supply,  Gas  and  Electricity,  De-  2/20/50-  8/19/50°  Not  Ascertainee 
partment  of 

75      District  Attorney,  Kings  County— Special  1/  1/51-  6/30/51  Budget  Notes 
Investigation 

No  No.  New  York  City  Youth  Board  7/  1/50-  6/30/51 
Available 

"      Youth  Board— Good  Neighbor  Federation  7/  1/50-  6/30/51 

Youth  Board-Referral  Units  7/  1/50-  6/30/51 

Youth  Board-Research  7/  1/50-  6/30/51 

"      Private  Agency  Contracts  \  7/  1/50-  6/30/51 

Police  Athletic  League  (  7/  1/50-  6/30/51 

"     Summer  Camp  Program  j  7/  1/50-  6/30/51 

"      Youth  Service  Project  Activities         '  7/  1/50-  6/30/51 

"      New  York  City  Housing  Authority  1/  1/51-12/31/51 
TOTALS 


Matching  State  and  City  Funds.  Only  City 

Funds  Included— Budget  Notes 
Matching  State  and  City  Funds.  Only  City 

Funds  Included — Budget  Notes 
Matching  State  and  City  Funds.  Only  City 

Funds  Included — Budget  Notes 
Matching  State  and  City  Funds.  Only  City 

Funds  Included— Budget  Notes 
Budget  Notes 
Budget  Notes 
Budget  Notes 
Budget  Notes 

Development  Funds  and  Project  Revenues 


10 

33,246.00 

33.246.00 

6 

20,163.00 

20,163.00 

33 

105,910.00 

4,855.00 

110,765.00 

5- 

9,760.00 

240.00 

10,000.00 

10" 

17,310.00 

300.00 

17,610.00 

877 

3,183,784.50 

211,215.50 

3,395,000.00 

101 

229,328.00 

229.328.00 

60 

226,111.00 

226,111.00 

91 

205,340.00 

45,270.00 

250,610.00 

Balance 

5 

14,400.00 

20,950.00^ 

Unassigned 

►  50,000.00 

{14,650.00 

38 

77,465.00 

63,300.00 

140,765.00 

33' 

60,845.00 

14,152.50 

74,997.50 

32> 

43,515.80 

11,000.00 

54,515.80 

17' 

28,800.00 

2,600.00 

31,400.00 

18- 

28,725.00 

8,300.00 

37,025.00 

**  276,01 7.50» 

**  43,201.00" 
**  27,000.00' 
**  100,259.21' 

4,916"" 

9,729  $14,484,912.44  $4,107,653.79  $14,650.00  $19,053,693.94 


•  Board  of  Estimate  approved  total  expenditure  only,  to  be  expended  in  accord- 
ance with  schedule  and  conditions  approved  by  the  Budget  Director.  Where  (") 
does  not  appear  the  Board  approved  all  schedules:. 

b  Includes  temporary  cost-of-living  adjustment  of  January  22,  1951. 
"Effective  date  is  for  "Other  than  Personal  Services"  only;  no  dates  specified 
for  "Personal  Services." 
d  No  termination  date  given,  positions  run  for  seven  months. 

•  Does  not  include  hourly  workers  for  1.050,000  hours  for  which  an  appropriation 
is  made. 

1  $38,000  from  Slum  Clearance  Fund;  $22,800  by  Serial  Bonds  and  Capital  Notes, 
$15,000  of  which  is  to  be  recovered  from  future  Slum  Clearance  Fundi;  $15,000  to 


be  spent  by  Comptroller,  Corporation  Council,  Bureau  of  Real  Estate  subject  to 
terms  of  ('). 

■  Authority  makes  own  budget  on  calendar  year  basis.  Board  of  Estimate 
approves  only  general  salary  limits,  not  number  of  positions  or  total  expenditures. 
Budget  Director  approves  appointments  above  $4,510;  others  covered  by  blanket 
certificate. 

*  Minimum  estimate  for  personnel;  total  number  could  not  be  determined. 

**  The  totals  to  tbe  right  should  be  added  to  this  column  to  make  the  cross 
totals  at  the  bottom  add  up  to  $19,053,693.94.  The  "balance  unassigned"  column 
should  total  $461,127.71. 


BUDGETING  IN  THE  CITY  OF  NEW  YORK 


15 


have  the  same  permanency  with  regard  to  year-in-and-year- 
out  personnel  and  other  items. 

The  special  schedules  are  in  effect  fragmentary  budgets  pre- 
pared by  the  Budget  Bureau  at  the  request  of  the  operating  de- 
partments and  agencies  and  approved  at  various  times  during 
the  year  by  the  Board  of  Estimate.  The  Council  apparently  has 
nothing  to  do  with  them.  These  schedules  evidently  permit 
greater  administrative  flexibility  in  the  handling  of  personnel 
and  other  items  than  is  the  case  under  the  schedules  of  the 
expense  budget.  They  also  provide  some  interesting  sidelights 
on  bureaucratic  routine;  for  example,  the  Budget  Director  in 
processing  a  special  schedule  for  the  Engineering  Division  of 
his  Bureau  felt  that  this  routine  required  him  to  write  a  letter 
(Certificate  No.  M.  97,  dated  June  20,  1950)  to  himself  request- 
ing his  permission  to  provide  four  additional  positions  on  his 
engineering  staff.  The  letter  was  addressed  to  the  Honorable 
Director  of  the  Budget  and  he  signed  it  as  that  Director! 

As  far  as  our  budget  survey  staff  could  ascertain,  the  special 
schedules  now  in  force  are  set  out  in  the  accompanying  Table  I. 
It  will  be  seen  that  there  are  about  50  of  these  schedules,  and 
that  the  total  personnel  involved  runs  to  9,729  (day  labor  not 
ascertained)  with  compensation  as  far  as  could  be  determined 
amounting  to  $14,484,912.44.  Non-personnel  items  amounted 
to  $4,107,653.79,  unidentifiable  and  unassigned  amounts  to 
$461,127.71,  making  a  grand  total  for  both  personnel  and  non- 
personnel  items  of  $19,053,693.94. 

Considerable  expenditures  are  also  made  from  special  and 
miscellaneous  receipts  belonging  to  certain  departments  and 
agencies  which  are  not  budgeted,  although  these  receipts  are 
considered  by  the  Comptroller  to  be  a  part  of  the  city's  revenues 
and  to  belong  to  its  "ordinary  operations." 

Likewise,  the  capital  budget  and  program  does  not  present 
all  the  capital  projects.  The  assessable  improvements,  amounting 
annually  to  some  $40  or  $50  million,  are  not  included.  Besides, 
some  capital  expenditures  are  in  the  expense  budget,  and  the 
special  schedules  are  often  financed  by  capital  funds. 


16 


BUDGETING  AND  FINANCIAL  MANAGEMENT 


As  applied  to  an  operating  agency,  the  Board  of  Transporta- 
tion provides  a  good  example  of  the  present  scatter-gun  methods 
of  budgeting.  For  the  administration,  operation  and  maintenance 
of  the  city's  transit  system  the  Board  receives  funds  from  several 
sources,  budgeted  in  various  ways.  As  already  indicated,  the 
Board  budgets  its  own  operating  expenses  from  its  operating 
revenues.  An  engineering  staff  of  the  Board,  consisting  of  171 
persons,  is  provided  for  in  the  expense  budget  and  paid  largely 
from  capital  funds.  The  Board  has  special  schedules  providing 
for  877  persons  paid  from  capital  funds  and  101  persons  paid 
from  operating  revenues.  Capital  construction  projects  for  the 
Board  are  included  in  the  capital  budget  and  program.  The 
Board's  debt  service  charges,  assumed  by  the  city,  are  budgeted 
in  the  expense  budget  and  paid  at  present  entirely  from  city 
taxes.  The  budgeted  amounts  for  the  Board  of  Transportation 
for  1950-51  ran  to  approximately  the  following  figures  in 
millions  of  dollars: 


$224.2    for  the  operating  budget  of  the  Board. 

1.1    for  the  engineering  staff,  included  in  the 

expense  budget. 
3.4    carried  in  the  special  schedules. 
68.6    for  debt  service  in  the  expense  budget  ($63.1 

actual  debt  service  for  1949-1950). 
75.3    actual  expenditures  for  capital  improve- 
ments for  1949-1950. 


$372.6    grand  total  for  Board  from  all  budgets. 

The  other  city  enterprises  or  utilities — namely,  water  supply, 
docks,  ferries,  and  markets — do  not  have  their  budgeting  split 
up  quite  as  badly  as  the  transit  system.  But  it  is,  nevertheless, 
difficult  to  ascertain  the  total  expenditures  requirements  of  each 
of  these  enterprises  and  particularly  to  relate  these  require- 
ments to  the  total  earnings  or  revenues  of  the  individual  enter- 
prise. In  other  words,  the  budgetary  needs  of  each  enterprise  are 
not  pulled  together  in  one  place  and  there  is  no  indication 
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whether  or  not  it  is  self-supporting.  These  are  important  con- 
siderations since  some  of  the  city's  enterprises  are  now  running 
deficits  in  their  operating  expenditures,  and  all  (with  the  possible 
exception  of  water  supply)  are  apparently  failing  to  meet  their 
total  debt  service  and  maintenance  charges. 

Comprehensive  Budget  Suggested.  The  present  practices,  as 
pointed  out  above,  permit  only  of  scrambled  and  fragmentary 
budgeting  for  the  city  government's  total  needs  which  now  run 
around  $2  billion  a  year.  This  situation  should  be  remedied  im- 
mediately; otherwise,  any  public  appreciation  and  understand- 
ing of  the  city's  total  financial  requirements  and  commitments 
are  impossible. 

It  is  proposed  to  start  at  once  with  the  preparation  of  a 
comprehensive  budget  summary,  as  suggested  by  the  accompany- 
ing Table  II.  This  summary  could  be  prepared  in  connection 
with  the  next  budget,  perhaps  at  first  as  a  recapitulation  of  what 
has  happened  in  the  total  budget  picture  of  the  city  government. 
It  might  not  be  issued  for  the  first  time  until  June  or  early  July 
but  thereafter  (if  proposed  accounting  and  procedural  changes 
kept  pace)  it  should  be  included  among  the  summary  tables  in 
the  front  of  the  budget  document.  Of  course,  many  of  the  data 
indicated  on  this  comprehensive  summary  would  not  be  avail- 
able at  present  and  could  not  be  provided  until  a  central  ac- 
counting system,  operating  on  an  accrual  basis,  had  been 
established. 

The  summary  in  Table  II  is  intended  to  show  an  integrated 
picture  of  all  the  city's  budgetary  requirements,  both  current 
and  capital,  and  to  emphasize  the  means  of  financing  each  major 
category — now  wholly  neglected  or  inadequately  presented. 
These  requirements  represent  a  pulling  together  of  all  expense 
budget  totals,  capital  budget  totals,  rapid  transit  budget  totals, 
and  the  now  hidden  special  schedules.  The  summary  also  indi- 
cates how  the  municipal  enterprises — transit  system,  water  sup- 
ply, docks  and  ferries,  and  markets — may  be  set  out  separately, 
each  with  its  own  self-contained  budget.  These  enterprises,  ex- 
cept the  transit  system,  are  now  included  in  the  expense  and 
capital  budgets,  just  as  are  the  regular  city  departments,  with- 
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out  any  indication  of  their  financial  ability  to  he  self-supporting, 
or  any  note  taken  of  what  they  each  actually  earn,  or  what  the 
drag  on  the  city's  tax  levy  is  to  keep  each  one  of  them  going.  In 
the  case  of  the  transit  system,  this  report  has  previously  noted 
how  scrambled  is  its  present  budgeting.  Certainly,  the  total  re- 
quirements of  the  transit  system  need  to  be  set  forth  in  one 
budget  if  any  clear  picture  is  to  be  had  of  the  city's  financial 
responsibility  involved  in  operating  and  maintaining  this 
system. 

II.  Legislative  Authorization  of  Budgetary  Requirements 

Unlike  the  vast  majority  of  cities  in  the  United  States,  New 
York  has  two  legislative  bodies  which  participate  in  varying 
degrees  in  the  review  and  authorization  of  the  city's  budgetary 
requirements.  These  bodies  are  the  Board  of  Estimate  and  the 
City  Council. 

The  Board  of  Estimate 

The  Board  of  Estimate  (originally  called  the  Board  of  Esti- 
mate and  Apportionment  because  of  its  budgetary  powers)  ex- 
ercises both  administrative  and  legislative  authority.  This  body 
is  unique  in  American  city  government  in  the  way  that  it  is 
constituted,  being  composed  of  three  city-wide  elected  officials — 
the  Mayor,  the  Comptroller,  and  the  President  of  the  Council — 
and  five  borough  presidents  elected  from  their  respective  bor- 
oughs.0 All  except  the  President  of  the  Council  are  administra- 
tive officials.  The  Mayor,  of  course,  is  the  city's  chief  executive 
and  head  of  the  major  part  of  the  machinery  of  the  government. 
But  the  Comptroller  has  a  large  office  and  wide  administrative 
powers,  especially  in  the  field  of  financial  matters.  The  five 


6.  In  deciding  issues  the  members  of  the  Board  of  Estimate  cast  weighted 
votes — the  Mayor,  the  Comptroller,  and  the  President  of  the  Council  casting  three 
votes  each,  the  presidents  of  the  boroughs  of  Manhattan  and  Brooklyn  two  each 
and  the  other  borough  presidents  one  each — a  total  of  16  votes. 


Table  II 

Suggested  Summary  of  a  Comprehensive  Budget  for  the  New  York  City  Government 


Prior 

Current 

Prior 

Current 

Budgeted 

Expenditure  Requirements 

Fiscal 
Year 

Fiscal 
Year 

Fiscal 
Year 

Means  of  Financing 

Fiscal 
Year 

Fiscal 
Year 

Fiscal 
Year 
Estimated 

Actual 

Authorized 

Estimated 

Actual 

Authorized 

I.  Current  Operating,  or  "Expense"  Budget 

(Breakdown  by  major  functions  and  purposes) 
(Less  municipal  enterprises  now  in  expense  bud- 
get) 


Total  current  expenditure  require- 
ments 

II.  Capital  Budget 

A.  Capital  Improvements 

(Less  those  for  municipal  enterprises) 
(Projects  listed  by  agencies  according  to 
priorities) 


Total  capital  improvements  require- 
ments 

B.  Assessable  Improvements 

1.  Arterial  highways  and  parkways 

2.  General  improvements 

3.  Streets  and  sewers 


Total  assessable  improvements  re- 
quirements 
Total  capital  budget  requirements 

III.  Municipal  Enterprises  Budgets 

A.  Transit  System  Budget 

Current  requirements: 

1,  Administration,  operation  and  main- 

tenance (Board  of  Transportation 
budget) 

2,  Engineering  Bureau  (from  expense 

budget) 

3,  Debt  service  (from  expense  budget) 

Total  current  requirements 

Capital  requirements: 
1.  Improvement  projects  (from  capital 
budget) 

Total  capital  requirements 
Total  transit  system 

B.  Water  Supply  Budget 

Current  requirements: 

1.  Board  of  Water  Supply 

2.  Department  of  Water  Supply,  Gas  and 

Electricity 

Total  current  requirements 

Capital  requirements: 

1.  Watershed  projects 

2.  Distribution  system 

Total  capital  requirements 
Total  water  supply 

C.  Docks  and  Ferries  Budget 

Current  requirements: 
1.  Department  of  Marine  and  Aviation 


Total  current  requirements 

Capital  requirements: 

1.  Dock  projects 

2.  Ferry  projects 

Total  capital  requirements 
Total  docks  and  femes 

D.  Markets  Budget 

Current  requirements: 
1.  Department  of  Markets 


Total  current  requirements 


Capital  requirements: 
1.  Markets  projects 


Total  capital  requirements 
Total  markets 


IV.  City's  Total  Budgetary  Requirements 


I.  Current  Operating,  or  "Expense"  Budget 

1.  Tax  levy 

2.  General  fund  revenues  (Less  those 

from  municipal  enterprises) 

3.  Special  and   miscellaneous  receipts 

(Monevs  not  paid  into  the  general 
fund) 


Total  current  means  of  financing 

II.  Capital  Budget 

A.  Capital  Improvements 

1.  Tax  levy 

2.  Borrowings: 

Corporate  stock 
Serial  bonds 
Capital  notes 

Total  capital  improvements  financ- 


B.  Assessable  I 

1.  Assessment  bonds  (serials) 

2.  City-wide  assessments 

3.  Borough-wide  assessments 

4.  Abutting  property  and  area  assess- 

ments 

5.  State-federal  aid 

6.  Sewer  rentals 

Total  assessable  improvements  fi- 
nancing 
Total  capital  budget  financing 

III.  Municipal  Enterprises  Budgets 

A.  Transit  System  Budget 

Current  means  of  financing: 

1.  Fares  and  other  revenues 

2.  Tax  levy  (from  expense  budget) 

3.  Borrowings  (from  expense  budget) 


Total  current  financing 


Capital  means  of 
1.  Borrowings 


Total  capital  financing 
Total  transit  system 

B.  Water  Supply  Budget 

Current  means  of  financing: 

1.  Water  rates 

2.  Tax  levy 

3.  Borrowings 


Total  current  financing 


Capital  means  of  financing: 
1.  Borrowings 


Total  capital  financing 
Total  water  supply 

C.  Docks  and  Ferries  Budget 
Current  means  of  financing: 

1.  Dock  and  slip  rents 

2.  Ferry  fares  and  tolls 

3.  Tax  levy 

4.  Borrowings 

Total  current  financing 

Capital  means  of  financing: 
1.  Borrowings 


Total  capital  financing 
Total  docks  and  ferries 

D.  Markets  Budget 

Current  means  of  financing; 

1.  Rentals  and  other  revenues 

2.  Tax  levy 

3.  Borrowings 

Total  current  financing 

Capital  means  of  financing: 
1.  Borrowings 

Total  capital  financing 
Total  markets 

IV.  City's  Total  Means  of  Financing 


Recapitulation 


Recapitulation 
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borough  presidents  also  exercise  considerable  adminstrative  au- 
thority in  each  of  their  boroughs.  Collectively,  the  borough 
presidents  have  about  6,000  city  employees  and  spend  around 
$20  million  a  year  for  operating  purposes,  not  to  mention  an 
additional  $40  to  $50  million  of  assessable  improvements  which 
are  being  annually  constructed  in  the  boroughs  under  their 
supervision. 

Not  only  are  the  members  of  the  Board  of  Estimate  con- 
cerned with  their  individual  administrative  problems  and  needs 
but  as  a  board  they  collectively  oversee  a  large  administrative 
establishment.  They  not  only  have  the  necessary  secretarial  staff, 
but  they  also  have  four  additional  bureaus  which  handle  fran- 
chises, engineering  matters,  real  estate  problems  of  the  city, 
and  pensions  and  retirements  for  city  employees.  The  total 
personnel  in  the  bureaus  under  the  Board  of  Estimate  consists 
of  247  regular  employees  and  137  employees  on  special  sched- 
ules, making  in  the  aggregate  384.  The  cost  of  maintaining  this 
large  staff  now  runs  over  $1  million  a  year.  This  staff  has  ex- 
panded considerably  in  recent  years,  notably  since  the  transfer  of 
the  management  of  the  city's  real  estate  from  the  Comptroller's 
Office  in  1938.  The  essential  work  of  all  the  bureaus  under  the 
Board  of  Estimate,  except  that  of  the  Secretary,  is  entirely  of  an 
administrative  character  and  in  that  respect  is  closely  allied  to 
the  work  now  being  carried  on  by  certain  of  the  departments 
and  agencies  under  the  Mayor.  Doubtless  the  present  arrange- 
ment is  due  largely  to  historical  accident  and  to  the  dual  func- 
tioning of  the  Board  of  Estimate. 

In  its  legislative  capacity,  the  Board  of  Estimate  has  almost 
complete  control  over  the  budgeting  of  the  city's  funds.  True, 
the  so-called  expense  budget  and  the  capital  budget  are  presented 
to  the  Council  after  passage  by  the  Board  of  Estimate,  but  the 
Council's  approval  of  each  of  these  budgets  is  merely  nominal, 
as  will  be  pointed  out  later.  In  addition  to  controlling  budgetary 
authorization,  the  Board  of  Estimate  passes  on  current  fiscal 
matters  that  require  legislative  approval,  such  as  the  transfer 
of  funds  and  appropriations,  salary  and  wage  adjustments,  con- 
tractual relations  and  agreements,  and  the  lease  and  sale  of 
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city  property.  On  such  matters  the  Council  is  not  even  asked  for 
its  approval. 

The  Council 

The  1938  Charter  made  a  much  more  workable  body  out 
of  the  Council  by  reducing  its  membership  to  25.  The  old  Board 
of  Aldermen,  which  the  Council  displaced,  had  consisted  of  64 
members.  At  first  the  members  of  the  Council  were  elected  by 
proportional  representation  but  this  provision  of  the  Charter  was 
dropped  in  1947  by  local  referendum.  Minority  party  represen- 
tation in  the  Council  has  since  been  reduced  to  one  member. 

Under  the  new  Charter  the  Council  is  given  rather  wide 
powers  with  respect  to  local  legislation.  But  certain  local  laws, 
particularly  with  reference  to  finance,  must  have  the  approval 
of  the  Board  of  Estimate  after  passage  by  the  Council.  These 
laws  include  amending  or  repealing  Charter  revisions,  chang- 
ing the  status  or  compensation  of  city  officers  and  employees, 
and  reducing  or  repealing  any  taxes,  fees  or  charges  due  the  city 
government. 

In  the  matter  of  budget  authorization  the  Council  exercises 
very  limited  authority.  When  it  acts  on  the  expense  budget  as 
passed  by  the  Board  of  Estimate,  it  can  only  reduce  or  strike 
out  items,  and  then  only  such  items  as  may  not  be  fixed  by  law, 
or  may  not  be  required  for  the  payment  of  state  taxes  or  the 
interest  and  principal  on  the  city's  debt.  The  Council  may  not 
add  items  or  increase  any  item,  or  vary  the  titles,  description, 
terms,  or  conditions  of  administration.  In  the  event  the  Council 
makes  any  of  the  permissible  changes  in  the  expense  budget,  the 
Mayor  may  veto  these  changes  and  a  three-fourths  vote  of  all 
councilmen  is  required  to  override  the  Mayor's  action.  This 
procedure  makes  it  quite  difficult  for  the  Council  to  take  any 
action  on  the  expense  budget  aside  from  perfunctory  approval. 
Besides,  the  Council  has  only  a  limited  time  to  consider  the 
expense  budget,  namely,  the  first  20  days  of  May.  If  no  action 
has  been  taken  on  the  budget  by  May  21,  it  is  considered  to  be 
adopted  as  submitted  to  that  body. 
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In  passing  on  the  capital  budget,  the  Council  is  limited  in 
much  the  same  manner.  This  budget  must  be  acted  on  by  the 
Council  in  about  the  same  number  of  days  as  the  expense  budget. 
If  the  Council  takes  no  action  by  December  27,  the  capital  budget 
is  deemed  to  be  adopted  as  submitted  to  it  by  the  Board  of 
Estimate.  The  Council  may  strike  out  in  its  entirety  any  project 
in  the  capital  budget  but  it  may  not  add,  increase,  or  vary 
projects. 

The  Council  is  staffed  by  the  City  Clerk,  whose  duties  in  this 
capacity  largely  overshadow  those  performed  by  this  officer 
when  acting  as  Clerk  of  the  Council.  The  Council  has  no  other 
staif  facilities  though  the  need  for  an  investigative  unit  for 
budgetary  and  administrative  examinations  has  long  been  recog- 
nized. But  this  need  is  not  likely  to  be  supplied  as  long  as  the 
Council  remains  without  the  essential  powers  usually  granted 
to  such  a  body  in  budget  authorization  and  related  fiscal  matters. 

Legislative  Enactment  of  the  Expense  Budget 

The  expense  budget  documents  are  presented  by  the  Mayor 
to  the  Board  of  Estimate  on  April  1.  The  Board  has  27  days  in 
which  to  consider  and  adopt  the  expense  budget.  It  must  conduct 
the  public  hearings  on  the  budget  within  the  first  17  days.  Usu- 
ally the  Board  sets  aside  three  days  for  this  purpose:  for  1951, 
these  were  April  13,  16  and  17.  Even  with  an  understandable 
budget,  the  time  interval  between  the  submission  of  the  Mayor's 
recommended  allowances  and  the  hearings  is  entirely  too  short 
for  adequate  examination  of  the  budget  proposals  by  citizens  or 
by  civic  and  other  groups  interested  in  the  budget.  For  this  rea- 
son the  hearings  have  in  recent  years  become  largely  occasions 
for  special  pleadings  on  the  part  of  agencies  and  organizations 
which  want  more  appropriations  approved.  Economy  in  spend- 
ing, if  voiced  at  all,  was  usually  drowned  out  by  the  vociferous 
demands  of  group  interests.  Since  these  hearings  are  an  import- 
ant phase  of  municipal  budget  making,  this  situation  ought  to  be 
remedied.  The  public  hearings  should  be  held  after  more  oppor- 
tunity is  had  to  study  the  budget  and  should  be  extended  over 
a  much  longer  period. 
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In  its  action  on  the  expense  budget,  the  Board  of  Estimate 
has  in  recent  years  usually  added  to  the  Mayor's  proposals.  This 
addition  has  generally  been  less  than  1  per  cent  of  the  total  but 
in  the  past  three  or  four  years  it  has  run  between  1  and  2  per 
cent.  In  April  1951,  however,  the  addition  made  by  the  Board 
of  Estimate  to  the  Mayor's  proposals  dropped  back  again  to  a 
fraction  of  1  per  cent. 

The  expense  budget  as  adopted  by  the  Board  of  Estimate 
is  passed  on  to  the  City  Council  with  the  Mayor's  certification 
on  May  1.  The  Council  has  21  days  to  take  action  and  if  it  fails 
to  act  in  this  period  the  budget  is  considered  adopted  as  certified 
to  it.  As  previously  noted,  the  Council  is  severely  limited  in  its 
action  on  the  budget;  indeed,  it  can  only  reduce  or  eliminate 
items.  Those  in  some  categories  are  excepted  even  from  this 
curtailed  action.  If  the  Council  makes  any  changes  in  the  budget, 
the  Mayor  may  veto  them,  whereupon  an  extraordinary  vote  of 
the  Council  is  required  to  override  the  veto. 

In  practice,  the  Council  rarely  makes  any  changes  in  the 
expense  budget.  Only  on  three  occasions  since  1939  has  it  re- 
duced or  eliminated  any  items.  In  each  instance  the  Mayor's 
veto  restored  them  (or  practically  all  of  them),  and  the  Council 
was  able  on  only  one  occasion  to  override  the  veto  to  the  extent 
of  making  about  a  fourth  of  its  reductions  valid.  This  was  in  the 
expense  budget  of  1943-44  wrhen  the  Council  cut  out  about 
$12,700,000,  and  was  able  to  make  only  something  over  $3,000,- 
000  of  this  amount  stick  in  spite  of  the  Mayor's  veto. 

After  the  expense  budget  is  adopted,  the  Council  is  not 
consulted  about  any  of  the  revision  or  modifications  made  in  it 
during  the  fiscal  year  (and  there  are  a  multitude  of  these 
changes  coming  up  at  frequent  intervals).  Such  revisions  and 
modification  are  cleared  through  the  Budget  Bureau  and  are 
formally  approved  by  the  Board  of  Estimate. 

It  should  be  noted,  too,  in  this  connection  that  the  appropria- 
tions made  by  the  Board  of  Estimate  and  the  Council  are  just  as 
detailed  as  the  line  itemization  presented  in  the  budget  compila- 
tion, and  therefore  usually  require  a  great  many  modifications 
and  shifts  between  items  and  codes  during  the  fiscal  year  in 
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order  to  secure  even  a  modicum  of  administrative  flexibility. 
This  approach  means  that  the  expense  budget  is  in  a  state  of 
being  constantly  remade  by  the  Budget  Bureau  and  the  Board 
of  Estimate  during  the  entire  period  for  which  it  is  supposed  to 
fix  a  definite  plan  of  expenditures.  At  the  end  of  the  period  no 
one  seems  to  know  just  exactly  what  has  happened  to  the  budget 
as  originally  adopted  and  it  is  usually  many  months  before  all 
the  modifications  and  adjustments  clear  through  the  Comptrol- 
ler's accounts. 

Legislative  Adoption  of  the  Capital  Budget 

The  City  Planning  Commission  submits  its  "proposed  capi- 
tal budget  and  capital  program"  to  the  Board  of  Estimate  on 
November  1.  Comments  on  this  budget  and  program  are  submit- 
ted by  the  Comptroller  and  the  Budget  Director  on  November 
15  and  20,  respectively.  The  Board  is  then  presumably  in  a 
position  to  act  on  the  capital  budget — that  is,  the  recommended 
projects  for  the  calendar  year  immediately  ahead. 

The  Board  of  Estimate  is  required  to  hold  public  hearings 
on  the  capital  budget  between  November  15  and  25.  The  Board 
must  then  consider  and  adopt  the  budget  before  December  4.  If 
the  Board  fails  to  adopt  the  capital  budget  within  this  period, 
it  becomes  effective  as  submitted  by  the  City  Planning  Com- 
mission. 

The  Board  may  include  in  the  capital  budget  any  project 
which  the  Planning  Commission  included  in  the  capital  program 
by  simply  shifting  it  forward  to  the  budgeted  year.  The  Board 
may  even  ask  the  Planning  Commission  to  approve  for  inclusion 
projects  which  are  not  in  either  the  budget  or  the  program  and 
if  the  Commission  does  noi  concur  the  Board  may  put  them  in 
anyway  by  a  three-fourths  vote.  In  this  respect  the  Planning 
Commission  is  clearly  advisory  to  the  Board.  By  the  same  vote, 
the  Board  may  also  adopt  a  capital  budget  that  is  larger  than 
that  certified  by  the  Mayor. 

Upon  adoption  by  the  Board  of  Estimate,  the  capital  budget 
is  certified  by  the  Mayor  to  the  Council.  The  latter  body  must 
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adopt  the  budget  by  December  27;  otherwise  it  is  considered 
approved  anyway.  The  Council  is  limited  in  its  action  in  the 
same  general  way  that  it  is  on  the  expense  budget.  By  December 
31,  the  capital  budget  is  certified  by  the  Mayor,  the  Comptroller, 
and  the  City  Clerk  as  duly  adopted  and  filed  in  the  Comptroller's 
Office.  -<!•: 
The  whole  procedure  for  the  preparation  and  adoption  of 
the  capital  budget  sounds  impressive  but,  as  a  matter  of  fact, 
it  is  much  ado  about  nothing,  at  least  nothing  that  substantially 
affects  the  future  course  of  action  on  capital  projects.  By  taking 
the  postwar  capital  budget  program  made  up  in  1947  and  follow- 
ing it  through  to  1951,  it  is  apparent  that  this  program  was  not 
even  a  general  guide  to  the  subsequent  actions  of  the  Board  of 
Estimate  in  approving  and  authorizing  the  various  capital  proj- 
ects.1 This  situation  arises  not  so  much  from  defective  capital 
planning  as  from  the  fact  that  the  capital  program  has  no 
validity.  True,  it  is  adopted  with  much  formality,  but  it  does  not 
authorize  any  projects  to  be  undertaken  or  any  funds  to  be  spent. 
The  authorization  of  all  capital  projects,  the  contracts  for  their 
construction,  and  the  payment  of  the  obligations  thus  incurred 
are  all  matters  for  subsequent  and  separate  action  by  the  Board 
of  Estimate.  Incidentally,  the  Council  is  not  even  consulted  in 
these  matters. 

Weaknesses  in  the  Legislative  Consideration  of  tlve  Budget 

The  major  weakness  in  the  present  legislative  consideration 
of  the  budget  is  the  failure  of  the  Council  to  participate  to  any 
responsible  degree  in  the  authorization  of  programs,  projects, 
appropriations,  and  other  fiscal  requirements.  And  budget  modi- 
fications are  made  throughout  the  year  wuthout  even  so  much  as 
the  opportunity  for  consideration  by  the  Council.  Indeed,  the 
budget  duties  of  the  Council  have  not  been  considered  of  suffi- 
cient importance  to  require  staff  facilities  for  independent  study 
and  analysis  of  the  budget  proposals. 

It  is  difficult  to  suggest  anything  diat  may  be  done  to  improve 
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the  status  of  the  Council  in  budget  authorization  which  does  not 
involve  extensive  Charter  changes.  Perhaps  the  simplest  ap- 
proach for  the  time  being  would  be  to  arrange  to  have  the 
Council  and  the  Board  of  Estimate  sit  jointly  in  the  consideration 
of  the  budget,  assuming  that  the  expense,  capital,  and  enterprise 
budgets  are  combined  into  one  comprehensive  budget  plan.  By 
this  procedure  the  time  for  legislative  consideration  of  the 
budget  could  be  extended  over  approximately  two  months,  or 
from  April  1  until  about  the  end  of  May.  These  two  months 
could  then  be  used  in  the  study  of  the  budget  plan  and  recom- 
mendations, in  the  holding  of  adequate  public  hearings,  and  in 
legislative  debate  and  action  on  the  budget.  After  the  authoriza- 
tion of  the  budget,  quarterly  joint  sessions  of  the  Council  and 
the  Board  of  Estimate  should  be  held  to  take  care  of  any  modi- 
fications, transfers,  or  other  changes  in  the  budget.  The  Council 
would  thus  be  permitted  to  participate  in  all  budget  action  taken 
during  the  fiscal  year. 

When  sitting  in  joint  sessions,  the  authorization  of  appropri- 
ation, tax  levy,  or  any  revenue  measures  in  connection  with  the 
budget  should  require  a  majority  of  the  total  votes  which  can 
be  cast  by  each  body,  namely,  9  votes  by  the  Board  of  Esti- 
mate and  13  votes  by  the  Council.  The  same  majority  vote  should 
be  required  to  make  any  subsequent  modifications  or  authoriza- 
tions concerning  the  budget.  All  restrictions,  except  one,  should 
be  removed  on  the  action  which  the  joint  body  can  take  on  the 
budget.  The  Mayor  should  be  permitted  to  veto  any  action  which 
increases  his  recommendations  in  the  budget,  and  the  joint  body 
should  be  permitted  to  override  the  veto  by  a  three-fourths  vote, 
or  12  votes  by  the  Board  of  Estimate  and  19  votes  by  the  Council. 

To  aid  the  Council  in  its  budget  work,  it  would  be  well  to 
provide  that  body  with  a  small  investigative  staff.  The  members 
of  this  staff  should  be  skilled  and  experienced  in  governmental 
research  and  administrative  management,  not  just  the  usual 
auditors  and  accountants  customarily  found  on  the  city's  staff 
agencies.  It  is  advisable  that  the  members  should  be  recruited 
under  the  civil  service  regulations  of  the  city  with  the  staff  head 
named  by  the  Council  and  holding  office  at  its  pleasure. 
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In  the  course  of  the  two  months  devoted  to  joint  legislative 
consideration  of  the  budget  much  more  time  should  be  set  aside 
for  public  hearings.  These  hearings  should  be  spread  over 
three  or  four  weeks,  starting  after  adequate  time  has  been  al- 
lowed to  study  the  budget  proposals.  They  should  be  differently 
staged  than  at  present  (before  the  Board  of  Estimate)  so  as  to 
gain  a  fair  impression  of  public  demands  and  sentiments  with 
regard  to  both  the  expenditure  requirements  and  the  financing 
of  the  city  government. 

III.    Management  and  Control  of  the  City's  Finances 

Perhaps  the  most  significant  developments  in  municipal 
government  during  the  past  20  years  have  been  in  the  field  of 
financial  management  and  control.  These  developments,  as  they 
relate  particularly  to  budget  administration,  concern  the  relative 
fields  of  executive  and  departmental  authority  and  responsi- 
bility. Definite  spheres  of  action  have  come  to  be  recognized 
as  well  as  different  informational  needs.  The  executive  is  now 
mainly  concerned  with  the  outgrowth  of  general  fiscal  policy 
and  the  over-all  management  of  the  departmental  budget  pro- 
grams, including  current  review  and  appraisal  of  the  progress 
and  accomplishments  of  these  programs.  The  operating  depart- 
ments are  principally  concerned  with  the  day-to-day  performance 
of  work  or  rendering  of  service,  in  carrying  out  or  realizing  the 
budget  programs  or  projects.  The  departmental  heads  are 
reasonably  free  of  interference  and  delays  by  the  executive's 
budget  staff  in  marshaling  their  man  power,  materials  and 
equipment  to  accomplish  their  programs  or  projects.  At  the 
same  time,  the  executive  is  provided  with  adequate  departmental 
reports  and  current  information  upon  which  to  take  prompt 
action  when  necessary. 

It  will  be  seen  from  the  subsequent  discussion  that  New  York 
City  does  not  conform  to  this  general  pattern  in  budget  adminis- 
tration. Indeed,  during  the  past  20  years  it  has  moved  in  a 
direction  that  now  very  definitely  hampers  and  even  thwarts 
effective  departmental  management. 
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How  Existing  Budgetary  Controls  Operate 

The  existing  budgetary  controls  of  New  York  City  are  not 
set  on  policies  and  programs  but  on  personnel,  equipment  and 
contracts  under  the  "terms  and  conditions"  of  the  expense 
budget.  These  controls  are  exercised  not  by  the  heads  of  the 
operating  departments  but  by  the  Budget  Director  upon  the  ad- 
vice of  his  examiners.  Of  course,  the  Budget  Director's  actions 
are  taken  in  the  name  of  the  Mayor  and  have  at  least  the  tacit 
approval  of  the  Board  of  Estimate. 

It  is  interesting  in  this  connection  to  note  briefly  how  the 
present  budgetary  controls  developed  in  New  York  City.  The 
financial  difficulties  which  the  city  authorities  faced  during  the 
depression  period  of  20  years  ago  required  the  application  of 
some  severe  control  measures  that  were  more  or  less  improvised 
at  that  time.  Certain  budgetary  controls  were  then  applied  as 
temporary  expedients  which  have  since  become  established 
practices.  These  related  notably  to  personnel,  equipment,  and 
contracts. 

By  the  mid-thirties,  the  Director  of  the  Budget  exercised  the 
authority  to  certify  all  modifications  or  changes  in  the  personal 
service  schedules  of  the  city  government  (except  the  salaries  of 
the  elective  officials).  Any  administrative  department  or  agency 
that  wished  to  fill  a  vacancy  or  make  a  change  in  a  position  was 
required  to  apply  to  the  Budget  Director  for  permission.  If  the 
Director  approved,  he  issued  a  certificate  to  fill  the  vacancy  or 
make  the  change,  "specifying  the  rate  of  compensation  to  be 
paid."  Without  the  Director's  approval  vacancies  remained  un- 
filled and  transfers  or  promotions  were  not  made.  So-called 
blanket  certificates  were  initiated  at  that  time  to  permit  the 
filling  by  departmental  or  agency  heads  of  various  classes  of 
positions,  particularly  in  the  institutional  services,  which  could 
not  remain  open  even  for  the  period  of  review  required  by  the 
Budget  Director.  Schedules  of  the  certificates  issued  by  the 
Budget  Director  were  furnished  monthly  to  the  members  of  the 
Board  of  Estimate  for  their  review.  The  Budget  Director  empha- 
sized the  filling  of  vacancies  by  requiring  each  month  (later  each 
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quarter)  a  list  of  open  positions  from  the  various  departments 
and  agencies. 

At  the  beginning  of  World  War  II,  the  Budget  Director's 
control  was  extended  beyond  the  personal  service  schedules  to 
include  all  items  of  equipment  (library  books  were  later  ex- 
cluded). No  expenditure  was  made  under  the  so-called  equip- 
ment code  of  appropriations  except  on  a  certificate  by  the  Budget 
Director  after  an  examination  of  the  necessity  of  the  requested 
item  by  one  of  his  budget  examiners.  All  contracts  for  repairs 
and  replacements  above  $2,500  required  the  approval  of  the 
Budget  Director.  Likewise,  all  contracts  for  telephone  service 
and  equipment  were  not  valid  without  the  approval  of  the 
Budget  Director. 

Under  the  "terms  and  conditions"  of  the  expense  budget  for 
1944-45,  it  was  declared  that  because  of  the  war  emergency  the 
Budget  Director  was  not  to  fill  any  vacancy  "unless  the  public 
business  cannot  otherwise  be  properly  performed."  Following 
the  end  of  the  war,  the  Budget  Director's  control  was  not  relaxed. 
On  the  contrary,  the  expense  budget  for  1946-47  made  a  further 
declaration  that  "Because  of  conditions  confronting  the  city,  in 
order  to  live  within  code  totals  by  accumulating  accruals,  it  is 
hereby  declared  to  be  the  policy  of  the  Board  of  Estimate  that 
no  vacancies  occurring  in  any  agency  during  the  year  shall  be 
filled  unless  public  business  cannot  otherwise  be  properly  per- 
formed, and  accordingly  before  a  certificate  of  approval  shall  be 
issued  by  the  Director  of  the  Budget  such  fact  must  be  shown  to 
his  satisfaction."7  Thereafter,  there  was  no  question  as  to  the 
authority  of  the  Budget  Director:  he  was  the  final  judge  of  the 
administrative  necessity  of  every  job  in  the  expense  budget  of 
the  city  government  ("except  for  the  positions  of  elected  officials 
and  except  in  the  Offices  of  the  President  of  the  Boroughs"). 

So  today  the  expense  budget  carries  under  its  "terms  and 
conditions"  a  provision  that  "No  vacancy  .  .  .  shall  be  filled 
except  upon  a  certificate  issued  by  the  Director  of  the  Budget 
and  then  only  upon  the  terms  contained  in  such  certificate." 


7.  A  declaration  in  identical  terms  is  carried  in  the  current  expense  budget. 


MANAGEMENT  AND  CONTROL  OF  FINANCES 


29 


When  the  head  of  a  department  or  agency  wishes  to  fill  a  va- 
cancy, a  written  application  must  be  made  to  the  Budget  Direc- 
tor for  his  permission,  stating  specifically  "the  code  and  line 
numbers,  the  title  of  the  position,  the  number  of  positions  re- 
quested to  be  filled,  the  rate  provided  for  the  vacancy  in  the 
schedule  and  the  rate  at  which  it  is  requested  to  be  filled." 
Thereupon  the  Budget  Director  "shall  investigate  the  application 
and  shall  either  grant  or  deny  it  in  whole  or  in  part  and  upon 
such  terms  and  conditions  as  may  be  proper." 

It  is  understood  that  the  present  personnel  controls  exercised 
by  the  Budget  Bureau  go  even  further  than  is  indicated  by  the 
foregoing  provisions.  These  controls  require  the  Municipal  Civil 
Service  Commission  to  secure  the  approval  of  the  Budget  Direc- 
tor to  advertise  and  hold  promotional  and  other  examinations 
and  to  subject  job  specifications  to  Budget  Bureau  review  and 
revision.  It  will  be  seen  that  such  approval  involves  the  jurisdic- 
tion and  authority  of  both  the  departmental  heads  and  the  Mu- 
nicipal Civil  Service  Commission. 

Thus  the  city's  emergency  budgetaiy  controls  of  the  mid- 
thirties  and  the  subsequent  war  years  have  (with  one  exception) 
been  continued,  expanded  in  certain  directions,  and  reinforced 
by  recent  policy  declarations.  In  effect,  they  are  now  accepted  as 
the  established  basis  for  current  budgetary  practices. 

The  exception  just  noted  related  to  the  monthly  or  quarterly 
allotment  of  the  non-personal  service  appropriations  by  the 
Budget  Director.  The  expense  budget  of  1941-42  carried  a  pro- 
vision in  its  "terms  and  conditions"  to  the  effect  that  the  Budget 
Director  was  authorized  to  make  monthly  or  quarterly  allot- 
ments to  the  head  of  each  department  or  agency  of  the  non- 
personal  service  appropriations,  and  that  the  head  might  not 
spend  more  than  the  amounts  so  certified  for  the  period  covered. 
The  Budget  Director  was  empowered  to  modify  previous  allot- 
ments upon  "need  being  shown."  Incidentally,  the  appropria- 
tions of  the  borough  presidents  were  exempt  from  these  provi- 
sions. 

The  expense  budget  for  1942-43  added  some  provisions  to 
those  noted  above.  The  most  important  one  forbade  expenditures 
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to  be  made  from  the  appropriations  under  the  control  of  the 
Department  of  Purchase (  those  in  the  general  purchase  fund)  in 
excess  of  25  per  cent  of  the  line  authorizations  during  each 
quarter,  except  where  the  Department  found  that  the  supply  for 
one  quarter  was  indivisible  from  that  of  other  quarters,  or  that 
such  limitation  on  purchases  and  stores  issues  were  uneconomi- 
cal or  inadvisable.  These  provisions  were  not  to  apply  to  high- 
way and  sewer  material,  largely  used  by  the  borough  presidents. 

By  1946  the  provision  with  respect  to  the  allotments  set  up 
by  the  Budget  Director  had  proved  unworkable;  they  seemed 
to  generate  plenty  of  paper  work  but  no  control.  The  main  reason 
for  this  failure  was  that  the  allotment  procedure  followed  suc- 
cessfully elsewhere  had  been  reversed.  The  Budget  Director  had 
tried  to  clamp  down  the  allotments  on  the  operating  departments 
from  the  top  level  (and  as  he  saw  the  current  departmental 
needs)  instead  of  letting  the  departmental  heads  set  up  the  allot- 
ments according  to  their  best  judgment  of  the  needs  of  their 
departments  and  at  the  same  time  carry  the  allotments  on  a  more 
flexible  basis  than  line-item  appropriations. 

The  expense  budget  for  1946-47  dropped  the  provisions  re- 
quiring the  Budget  Director  to  make  allotments.  The  next  ex- 
pense budget  added  two  new  provisions:  "No  liability  is  to  be 
contracted  for  in  excess  of  the  funds  available  for  the  purpose. 
The  head  of  a  department  or  other  agency  shall  be  held  strictly 
accountable  for  exceeding  appropriations  without  specific  item- 
ized approval."  These  provisions  have  been  carried  into  the  sub- 
sequent expense  budgets. 

The  budgetaiy  controls  thus  developed  in  New  York  City 
have  now  reached  the  point  where  their  continued  application 
definitely  retards  or  even  contravenes  departmental  efforts.  Ex- 
amples of  this  situation  are  to  be  found  in  a  number  of  the 
city's  departments  and  services.  Recreational  facilities  may  not 
open  at  the  beginning  of  the  season  or  may  close  early  since  the 
Budget  Bureau  practically  sets  the  opening  and  closing  dates 
for  each  facility  by  the  action  which  it  takes  on  the  seasonal 
staff.  Vacant  positions  in  the  various  departments,  no  matter  how 
important  some  of  them  may  be  from  an  administrative  stand- 
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point,  are  often  not  filled,  or  at  least  not  filled  promptly,  by  the 
Budget  Bureau,  if  for  no  other  reason  than  to  force  the  accumu- 
lation of  salary  accruals.  Faced  with  this  situation,  departmental 
heads  frequently  resort  to  having  employees  work  out  of  title 
as  a  method  of  getting  necessary  work  accomplished;  and  it  is 
understood  that  the  Budget  Bureau  even  winks  at  the  practice, 
assuming  that  it  thereby  avoids  or  reduces  the  salary  adjust- 
ments which  might  otherwise  be  required.  Costly  institutional 
equipment  is  purchased  and  delivered  but  not  installed  for  many 
months  because  the  Budget  Bureau  has  not  allowed  the  relatively 
small  amounts  needed  for  proper  installation.8  A  recently  re- 
ported story  by  a  local  newspaper  involved  the  payment  of  about 
a  year's  rent  on  a  welfare  center  in  the  Bronx  without  the  Wel- 
fare Department  being  able  to  use  it,  the  main  reason  being  that 
the  Budget  Bureau  had  not  authorized  the  installation  of  a 
telephone  switchboard. 

General  Effect  of  Line-Item  Appropriations  Made  to  Objects 

Line-item  appropriations  were  instituted  in  the  early  days  of 
municipal  budgeting  as  a  method  of  promoting  accounting  and 
auditing  control  which  at  that  time  was  largely  undeveloped. 
Since  the  functions  and  requirements  of  municipal  government 
in  those  days  were  relatively  simple  and  comparatively  small, 
detailed  appropriations  made  to  objects  did  not  unduly  hamper 
or  restrict  the  administrators.  But  the  situation  today  is  vastly 
different;  municipal  administration  has  become  both  complex 
and  costly,  and  requires  much  greater  flexibility  in  the  use  of 
funds  to  achieve  economical  and  efficient  management.  Appro- 
priations made  to  functions  or  programs,  rather  than  to  a  multi- 
tude of  objects,  are  therefore  more  in  line  with  both  the  responsi- 
bilities and  the  needs  of  present-day  administration. 

While  the  city's  expense  budget  appropriations  are  strictly 
on  a  line-item  basis,  the  administrative  importance  of  these  items 
varies  greatly  among  the  departments.  Although  the  appropria- 


8.  Examples  are  cited  of  X-ray  and  laundry  equipment  in  the  survey  and 
report  on  the  Hospitals  Department. 
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tions  for  personal  services  are  made  in  most  cases  to  individual 
positions,  this  is  not  uniformly  the  case.  There  are  some  striking 
exceptions.  The  appropriations  for  the  Police  Department  for 
1950-51  contained  a  single  item  of  over  $65  million,  providing 
the  salaries  for  16,593  patrolmen  in  four  grades.  The  appropria- 
tions for  the  Fire  Department  for  the  same  year  carried  a  single 
item  of  over  $35  million  for  the  salaries  of  8,745  firemen 
grouped  in  four  grades.  Incidentally,  the  printed  budget  infor- 
mation relative  to  these  two  large  items  disclosed  nothing  about 
the  administrative  assignments  of  either  policemen  or  firemen. 

The  appropriations  for  the  Department  of  Hospitals  for 
1950-51  combined  the  salaries  for  "temporary"  employees  in 
all  hospitals  to  the  amount  of  $39  million,  while  the  "regular" 
employees  were  set  out  by  positions  for  each  hospital.  The 
lumped  item  for  temporary  employees  from  the  standpoints  of 
both  institutions  and  functions  was  an  administrative  jumble 
which  probably  only  the  Budget  Bureau's  examiners  fully  under- 
stood. 

The  appropriations  for  the  Department  of  Welfare  for  1950- 
51  carried  three  lump-sum  amounts  of  major  proportions: 
namely,  old  age  assistance,  $40  million;  aid  to  dependent  chil- 
dren, $56  million;  and  home  relief,  $54  million.  These  appro- 
priations were  really  made  to  the  department  on  a  functional  or 
program  basis  and  provided  a  measure  of  administrative  flexi- 
bility even  under  the  existing  budgetary  methods. 

The  current  handling  of  the  so-called  general  school  fund 
of  the  Department  of  Education  indicates  that  the  control  in- 
tended through  line-item  appropriations  is  limited  in  its  appli- 
cation to  that  department.  A  degree  of  administrative  flexibility 
is,  however,  gained  during  the  last  two  months  of  the  fiscal  year 
by  pooling  all  unexpended  balances  of  appropriations  for  the 
personal  service  items.1 

Under  present  practices  the  line-item  appropriations  in  the 
expense  budget  as  a  whole  really  mean  very  little  from  the 
standpoint  of  effective  budgetary  control.  Numerous  modifica- 


1.  See  discussion  in  "Appendix"  to  this  report. 
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tions  and  transfers  are  made  in  these  appropriations  during  the 
fiscal  year  in  an  endeavor  to  make  them  flexible  enough  to  meet 
the  most  urgent  needs  of  current  administration.  In  this  process 
the  budget  is  so  changed  that  some  parts  of  it  are  difficult  to 
recognize  in  terms  of  the  original  appropriations.  The  budget 
is  therefore  in  a  constant  state  of  flux  throughout  the  fiscal  year  to 
which  it  applies,  and  consequently  loses  most  of  its  value  as  a 
controlling  financial  plan.  In  effect,  the  Budget  Director  and  the 
Board  of  Estimate  are  continually  remaking  the  budget,  some- 
times starting  immediately  after  it  is  passed  and  even  before  it 
becomes  effective  on  July  1.  A  budget  authorized  on  a  monthly 
basis  would  probably  have  just  as  much  value  from  the  stand- 
point of  financial  planning. 

Failure  to  Relate  the  Budget  to  Actual  Financial  Operations 

If  the  expense  budget  is  to  mean  anything  as  a  financial  plan, 
it  must  be  related  at  frequent  intervals  to  the  actual  financial 
operations.  At  the  present  time  this  is  not  being  done  except  in 
a  piecemeal  and  roundabout  way  which  fails  completely  to  give 
the  whole  budget  picture.  This  is  the  result  not  of  a  lack  of  ac- 
counting (indeed,  there  would  appear  to  be  too  much  of  some 
kinds  of  accounting)  but  of  a  failure  to  develop  and  integrate 
the  accounts  so  as  to  produce  promptly  the  information  needed 
for  budgetary  controls. 

There  is  urgent  need  for  a  central  accounting  system 
operated  on  an  obligation  and  encumbrance  basis  that  can  meet 
the  requirements  of  current  budgetary  controls  by  producing 
prompt  and  comprehensive  reports  on  expenditure  operations. 
The  expenditure  accounting  of  the  city  government  is  not  at 
present  centralized  enough  to  produce  over-all  reports  of  the 
character  just  indicated. 

The  operating  departments  and  agencies  keep  appropriation 
accounts  on  an  accrual  basis,  recording  encumbrances  arising 
from  contracts  and  orders  and  in  some  cases  even  requisitions. 
These  accounts  enable  the  individual  departments  and  agencies 
to  know  w7here  they  stand  during  the  fiscal  year  with  respect  to 
their  several  appropriations  but  the  information  thus  afforded 
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is  not  summarized  as  it  affects  the  total  budget  picture.  Very 
little  use  is  made  of  this  information  at  the  present  time  by  the 
Budget  Bureau.  The  Bureau  is  seemingly  not  concerned  with 
encumbrances,  free  balances,  and  rates  of  expenditure  (the 
normal  approaches  to  budgetary  controls)  but  rather  with 
transfers  and  modifications  (vacancies  included)  in  the  line- 
item  appropriations.  And  the  Bureau's  method  of  finding  out 
when  such  transfers  and  modifications  are  needed  is  through 
written  applications  made  by  the  heads  of  departments  and 
agencies  and  not  from  any  regular,  current  reports  on  the  status 
of  available  funds  supplied  by  these  departments  and  agencies. 

The  Department  of  Purchase  keeps  an  elaborate  set  of  ac- 
counts covering  the  operations  in  the  general  purchase  fund, 
which  fund  is  a  pooling  of  all  the  bracketed  amounts  in  the  ex- 
pense budget  for  the  purchase  of  commodities  for  the  various 
city  departments  and  agencies  except  for  education  and  for 
rapid  transit.  Incidentally,  this  fund  totaled  about  $37  million 
for  the  current  fiscal  year.  The  Department  keeps  these  accounts 
on  an  accrual  basis,  recording  all  purchase  contracts  and  orders 
immediately  upon  issuance.  Monthly  reports  are  sent  to  the 
departments  and  agencies  on  the  condition  of  their  individual 
appropriations  under  the  general  purchase  fund.  These  reports 
are  also  sent  to  the  Budget  Bureau  but  as  far  as  could  be  ascer- 
tained no  use  is  made  of  them  in  attempting  to  find  out  what 
the  budget  picture  is  on  the  expenditures  for  supplies,  materials, 
and  contractual  services  made  by  the  Purchase  Department. 

The  Comptroller's  Office  keeps  the  general  expenditure  ac- 
counts of  the  city  government,  which  are  essentially  on  a  cash 
basis.  Although  major  contracts  are  usually  recorded  against 
the  appropriations,  other  obligations  and  encumbrances  are  not. 
Consequently,  most  obligations  of  the  city  government  do  not 
get  on  these  accounts  until  the  vouchers  actually  clear  through 
the  Comptroller's  Office  for  audit  and  payment.  The  present 
system  is  not  fully  mechanized  and  its  operations  are  very  tardy, 
especially  from  a  reporting  standpoint.  Under  this  system,  little 
or  no  attention  is  given  to  the  requirements  of  modern  budgetary 
control.  Final  year-end  figures  on  the  expenditure  side  of  the 


MANAGEMENT  AND  CONTROL  OF  FINANCES 


35 


expense  budget  are  not  being  produced.  Prompt  lapsing  of  un- 
encumbered annual  appropriations  at  the  end  of  the  fiscal  year 
is  not  now  possible  because  of  accounting  and  fund  restrictions. 
Hence  the  appropriation  accounts  are  not  closed,  sometimes  for 
several  years.  This  situation  has  given  rise  to  the  practice  of 
making  numerous  transfers  of  funds  between  these  accounts, 
usually  extending  over  three  or  four  years  and  sometimes  over 
seven  or  eight  years.  The  appropriation  accounts  are  in  effect 
perpetually  open;  and  consequently  no  annual  budget  is  ever 
closed,  at  least  within  a  reasonable  period.  In  other  words,  one 
is  now  unable  to  find  out  from  either  the  accounts  or  the  reports 
whether  or  not  the  city  authorities  are  living  within  any  one  of 
the  expense  budgets  which  they  annually  adopt. 

Suggestions  for  Improving  Budget  Administration  and  Control 

Some  suggestions  may  be  made  for  meeting  the  procedural 
difficulties  noted  above.  By  putting  the  city  budget  on  a  program 
basis,  as  recommended  earlier,  it  is  possible  not  only  to  stress 
departmental  tasks  but  also  to  realize  administrative  responsi- 
bility. Certain  improvements  may  then  follow  as  a  matter  of 
course.  One  of  these  is  the  setting  up  of  administrative  allotments. 

Administrative  Allotments  Proposed.  To  be  assured  of 
official  responsibility,  it  is  proposed  that  the  departmental  heads 
allot  their  appropriations  for  programs  or  functions  at  the 
beginning  of  the  fiscal  year  according  to  a  current  work  schedule 
prepared  for  each  quarter.  Perhaps  the  departmental  heads 
should  be  required  to  set  up  a  small  percentage  of  their  total 
appropriations  as  a  reserve  against  any  contingencies  that  might 
arise  during  the  fiscal  year.  This  percentage  could  be  estimated 
in  each  case  on  some  such  basis  as  the  present  salary  accruals. 

The  quarterly  allotments  should  be  reviewable  by  the 
Budget  Bureau  and  subject  to  its  approval  as  to  the  general  dis- 
tribution of  appropriated  moneys  over  the  fiscal  year  and  any 
withheld  reserves  against  contingencies.  Subsequent  modifica- 
tions, when  necessary,  of  any  quarterly  allotments  should  also 
be  subject  to  review  and  approval  by  the  Bureau.  The  approved 
allotments  should  be  filed  in  the  central  accounting  office  and 
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should  be  used  there  to  control  the  rate  of  expenditure  from  the 
appropriations  of  the  departments  and  agencies  concerned. 

Monthly  and  Quarterly  Reports  Needed.  Monthly  and  quar- 
terly reports  on  the  status  of  the  allotments  and  of  the  appropria- 
tions to  which  the  allotments  relate  should  be  made  promptly 
by  the  central  accounting  office  to  the  Budget  Bureau  and  to  the 
individual  departments  and  agencies  concerned.  These  reports 
should  be  summarized  so  as  to  show  for  each  departmental 
program  the  percentages  of  the  allotments  and  of  the  year's 
appropriations  which  have  J)een  encumbered  and  expended  to 
date.  With  this  information  clearly  set  forth,  the  Mayor  and  the 
Budget  Bureau  could  follow  each  month  the  actual  realization 
of  the  several  programs  and  of  the  total  budget.  If  for  any 
reason  the  Mayor  wished  to  curtail  the  rate  of  expenditure  or 
shift  the  emphasis  on  any  program  during  the  fiscal  year,  he 
could  instruct  the  Budget  Bureau  to  take  appropriate  action 
through  a  requested  revision  of  the  allotments.  The  procedure 
for  revision  would  be  the  same  as  for  the  original  allotments. 

Monthly  reports  on  budgeted  expenditures,  with  percentages 
of  the  year's  appropriations  indicated,  are  now  prepared  by  the 
Accounting  Department  of  the  Board  of  T^arnsportation,  and  are 
used  by  the  Board's  Budget  Director  in  enforcing  over-all 
budgetary  control  on  the  operations  of  the  transit  system.  The 
present  difficulty  with  these  reports  from  the  budgetary  control 
standpoint  is  that  they  are  not  available  until  about  a  month  and 
a  half  after  the  month  to  which  they  relate.  They  should  be 
speeded  up  to  come  within  15  days  of  the  end  of  the  month 
covered  by  them.  When  a  monthly  or  quarterly  report  is  delayed 
beyond  two  or  three  weeks,  it  loses  much  of  its  value  as  an  index 
to  current  operations.  Hence  the  need  for  accounting  speed  and 
prompt  reporting  of  the  essential  information. 

It  is  interesting  to  note  that  the  Board  of  Transportation 
deals  directly  with  the  Municipal  Civil  Service  Commission  in 
handling  its  personnel  matters  and  does  not  go  through  the 
Budget  Bureau.  The  Board's  operating  budget  is  apparently  quite 
free  of  the  Bureau's  controls  which  apply  to  practically  all 
of  the  other  city  departments.  From  the  standpoints  of  both  per- 
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sonnel  and  budgetary  administration,  the  experience  of  the 
Board  of  Transportation  indicates  that  a  broader  application  of 
departmental  responsibility  throughout  the  city  administration  in 
all  fields  is  feasible  and  workable. 

Necessity  for  a  Central  Accounting  System  on  an  Accrual 
Basis,  The  present  accounting  system  of  the  city  government, 
as  previously  pointed  out  in  this  report,  fails  to  produce  financial 
information  and  reports  of  a  character  needed  for  budgetary 
control.  The  existing  reports  are  neither  timely  nor  adequate. 
Not  only  is  current  budgetary  information  (except  in  piecemeal 
form)  lacking,  but  one  cannot  ascertain  the  actual  status  of 
the  budget  plan  at  any  point  during  the  fiscal  year.  True,  the 
Comptroller's  annual  report  gives  a  summary  of  the  expense 
budget  appropriations  and  expenditures,  but  literally  scores  of 
the  code  accounts  in  practically  every  department  and  agency 
of  the  city  government  are  still  open  when  the  report  is  made 
up  in  October,  four  months  after  the  close  of  the  fiscal  year. 

In  view  of  this  situation,  it  is  proposed  to  put  the  central  ac- 
counting system  in  the  Comptroller's  Office,  or  wherever  it  is 
located,  on  an  accrual  basis  (at  least,  with  respect  to  expendi- 
tures) as  quickly  as  possible,  and  to  show  all  encumbrances 
against  appropriations  and  major  allotments  immediately  the 
obligations  are  incurred.  This  would  mean  passing  the  purchase 
orders  through  the  accounts.  This  should  not  be  difficult  since 
copies  of  these  orders  now  go  to  the  inspectional  unit  of  the 
Comptroller's  Office.  Major  contracts  are  now  put  through  the 
accounts  and  registered  as  obligations. 

To  produce  prompt  monthly  and  quarterly  reports  on  the 
accrual  basis  (which,  incidentally,  is  the  only  basis  for  satisfac- 
tory budgetary  control),  the  central  accounting  system  would 
have  to  be  fully  mechanized.  Having  done  this,  there  would  no 
longer  be  any  need  for  the  accounts  now  kept  with  respect  to  the 
general  purchase  fund  by  the  Department  of  Purchase.  The 
central  accounting  system  could  take  care  of  the  needs  of  this 
department  in  making  prompt  payments  to  vendors;  indeed,  the 
general  purchase  fund  would  no  longer  be  required  and  might  be 
dispensed  with  as  a  device  to  speed  up  payments  for  purchases. 
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An  accrual  accounting  system,  properly  set  up  and  operated, 
would  make  it  possible  to  establish  general  budgetary  controls 
that  do  not  now  exist.  In  addition,  such  a  system  would  permit 
the  issuance  of  reports  currently  and  promptly  at  the  close  of 
the  fiscal  year  for  legislative  and  popular  information,  showing 
just  what  the  actual  status  of  the  city's  consolidated  budget  is. 
It  would  enable  unused  balances  to  be  carried  immediately  to 
the  financing  of  the  new  budget,  thus  eliminating  several  funds 
and  accounts  which  now  complicate  the  bookeeping  operations. 

Structural  Clianges  Needed  to  Assure  Effective  Budget 
Administration 

Besides  the  procedural  changes  suggested  above,  certain 
structural  changes  are  needed  in  order  to  provide  for  effective 
budget  administration.  These  changes  relate  particularly  to  the 
Budget  Bureau,  the  departmental  staff  units,  and  the  establish- 
ment of  an  independent  audit  of  the  city's  finances. 

The  Bureau  of  tlve  Budget.  In  line  with  the  trend  of  budget- 
ary development  throughout  the  country  in  the  mid-twenties,  the 
Mayor  was  originally  provided  with  a  Budget  Director.  At  first 
this  Director  operated  practically  without  a  staff  and  concerned 
himself  simply  with  advising  the  Mayor  on  budget  problems. 
Later,  the  Director  used  some  of  the  budget  examiners  attached 
to  the  Board  of  Estimate  and  Apportionment  which  at  that  time 
was  the  budget  making  authority  of  the  city.  Then  during  the 
early  thirties  financial  crises  and  other  developments  in  the  city 
government  were  instrumental  in  shifting  the  budget  making 
authority  from  the  Board  to  the  Mayor.  The  Mayor's  Budget 
Director  thus  acquired  in  1933  the  staff  of  budget  examiners 
which  had  been  attached  to  the  Board  of  Estimate.  Then  the  1938 
Charter  recognized  the  Bureau  of  the  Budget  as  a  permanent 
organization,  headed  by  the  Budget  Director  appointed  by  and 
serving  at  the  pleasure  of  the  Mayor. 

Since  that  time  the  Budget  Bureau  has  pursued  and  intensi- 
fied the  methods  which  it  employed  during  the  thirties  in  curbing 
and  denying  departmental  efforts  and  requests.  Its  general  ap- 
proach to  administration  has  been  one  of  supervising  and  de- 
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ciding  the  details  of  departmental  management  rather  than  of 
seeing  that  programs  and  policies  are  carried  out  within  the 
financial  limits  set  by  the  budget.  Emphasis  continues  to  be 
placed  upon  such  details  as  personal  services,  supplies,  materi- 
als, and  equipment  rather  than  on  departmental  functions,  costs, 
performance,  and  results.  Budget  decisions  are  still  arrived  at 
on  the  basis  of  the  numbers  of  personnel,  quantities  of  supplies 
and  materials,  and  units  of  equipment  required  rather  than  on 
the  nature,  desirability  and  amount  of  work  to  be  done  or  service 
to  be  rendered.  Such  approach  can  be  wasteful,  since  it  often 
permits  budget  reductions  to  be  made  where  they  are  adminis- 
tratively the  least  desirable. 

Coupled  with  this  approach  is  the  control  currently  exercised 
by  the  Budget  Bureau  over  departmental  personnel  and  pur- 
chase of  equipment  which  in  a  large  measure  supplants  the 
administrative  authority  and  discretion  of  the  heads  of  the 
operating  departments.  This  control  tends  to  confuse  and  defeat 
administrative  management  at  the  departmental  level.  Not  only 
that,  but  the  procedure  followed  by  the  Budget  Bureau  in  person- 
nel matters  makes  it  difficult,  and  sometimes  impossible,  for 
departmental  officials  to  manage  the  assignment  of  their  em- 
ployees. Furthermore,  the  Budget  Director  tends  to  view  the 
personnel  problems  of  the  city  solely  from  the  standpoint  of 
dollars  and  cents — which  often  results  in  the  misapplication  and 
waste  of  departmental  talents  and  abilities. 

Aside  from  the  recent  attempt  to  develop  a  Division  of 
Analysis,  the  staff  of  the  Budget  Bureau  has  not  kept  pace  with 
the  requirements  of  modern  city  budgeting.  Its  vision,  under- 
standing, and  interests  are  limited  by  the  procedural  grooves  in 
which  it  has  worked  for  many  years.  A  few  staff  members  seem 
to  be  aware  of  this  but  are  unable  to  do  anything  about  it.  The 
directional  habits  and  biases  of  the  Bureau  are  too  much  for 
them  to  overcome.  So  they  continue  to  struggle  through  heaps  of 
routine  paper  work,  revise  numerous  detailed  schedules,  and 
check  countless  mathematical  computations — all  of  which  are 
largely  misplaced  efforts  so  far  as  the  establishment  of  any  real 
budgetary  control  is  concerned. 
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The  Budget  Bureau  is  managed  as  a  tightly-run  hierarchy 
with  a  minimum  delegation  of  authority  by  its  head.  Instructions 
are  usually  passed  along  by  word  of  mouth.  There  are  no  man- 
uals relating  to  the  routine  procedures  of  the  Bureau.  New  staff 
members  have  nothing  to  guide  them  in  the  preparation  of 
memoranda  and  reports.  No  current  periodicals  on  governmental 
administration,  finance  and  budgeting  are  being  circulated  to 
the  various  staff  members.  In  conversations  with  several  of  the 
budget  examiners,  it  became  apparent  that  they  lacked  a  general 
knowledge  of  budgetary  practices  in  other  cities.  But  this  was 
of  small  consequence  to  most  of  them;  they  were  interested  only 
in  mastering  the  intracacies  of  their  own  jobs. 

Although  the  budget  examiners  customarily  require  an 
organization  chart  from  each  operating  department,  there  was 
no  up-to-date  chart  of  the  Budget  Bureau.  Our  request  for  such 
a  chart  finally  produced  one  that  not  only  failed  to  show  organi- 
zational relationships  as  we  knew  them  to  exist  but  also  violated 
the  most  elementary  rules  of  graphics.  When  these  things  were 
pointed  out  to  the  Budget  Director,  we  were  promised  a  revised 
chart  but  it  was  not  supplied  until  several  weeks  after  the  survey 
work  had  been  finished. 

When  it  comes  to  tax  measures,  economic  trends,  and  fed- 
eral-state-local relations,  the  Budget  Bureau  is  not  properly 
staffed  to  advise  the  Mayor.  As  a  result,  the  Mayor  is  usually 
lacking  in  information  on  such  matters  and  his  budget  message 
is  a  one-sided  affair,  failing  adequately  to  emphasize  the  sources 
from  which  the  city  gets  its  revenues  and  the  economic  implica- 
tions of  any  recommended  new  taxes. 

When  the  Division  of  Analysis  was  established  in  the  Budget 
Bureau  in  1947  by  executive  order,  it  was  proposed  that  the 
techniques  of  administrative  management  looking  toward  econ- 
omy and  efficiency  in  the  city  government  would  be  studied  and 
applied  as  speedily  as  possible  to  the  operating  departments. 
Several  studies  and  reports  were  made  by  the  Division  during 
the  first  year  of  its  existence,  then  fewer  reports  appeared  during 
the  second  year,  and  finally  by  1951  scarcely  any  at  all.  The 
general  character  of  the  studies  also  shifted  from  major  structur- 
al and  procedural  undertakings  to  projects  dealing  mainly  with 


MANAGEMENT  AND  CONTROL  OF  FINANCES 


41 


incidental  phases  and  methods.  It  was  apparent,  too,  that  better 
administrative  management  in  the  operating  departments  was 
exceedingly  difficult  to  attain  under  the  budgetary  controls  cur- 
rently exercised  by  the  Bureau.  These  controls  tended  to  cancel 
out  the  efforts  of  the  Division. 

Reconstruction  of  the  Bureau.  The  Bureau  of  the  Budget 
should  be  so  manned  that  it  can  handle  the  development  of 
general  revenue  and  expenditure  policies  for  the  Mayor,  con- 
struct a  comprehensive  and  understandable  budget  for  the  city 
government,  follow  closely  the  budgetary  operations  throughout 
the  fiscal  year,  and  exercise  budgetary  controls  in  such  a  manner 
as  to  leave  the  maximum  authority  and  responsibility  for  man- 
agement with  the  heads  of  the  operating  departments  and 
agencies.  To  undertake  this,  approach  to  budgeting  the  Bureau 
would  need  about  a  dozen  top-flight  staff  members — which  it 
does  not  now  have — consisting  of  administrative  analysts,  man- 
agement specialists,  fiscal  analysts,  and  economists.  These  mem- 
bers would  supervise  the  new  budgetary  process  and  in  so  doing 
they  would  need  the  assistance  of  a  supporting  staff  of  perhaps 
a  score  of  persons  with  similar  qualifications  and  experience. 
Most  of  the  large  staff  of  budget  examiners  now  in  the  Bureau 
should  be  transferred  to  the  operating  departments  to  form  the 
nucleus  of  each  of  their  budget  units.  These  examiners  would 
not  be  needed  in  the  Bureau  since  most  of  the  detailed  budget 
preparation  would  be  done  in  the  operating  departments  under 
the  proposed  plan,  and  the  great  volume  of  paper  work  on  budg- 
et administration  and  control  now  handled  by  the  examiners 
in  the  Bureau  would  be  largely  eliminated.  There  would,  of 
course,  need  to  be  a  clerical  staff  in  the  Bureau  to  assemble  the 
budget  data,  prepare  the  summary  tables  and  analyses,  and  per- 
form the  routine  work  in  connection  with  getting  the  budget 
document  printed.  In  view  of  our  proposal  to  tie  the  capital 
budget  into  a  comprehensive  budget  plan,  most  of  the  present 
engineering  staff  of  the  Bureau  would  probably  need  to  be  re- 
tained. All  told,  instead  of  the  present  Bureau  staff  of  about  90 
persons,  excluding  the  Division  of  Analysis,  possibly  fewer  than 
60  persons  could  carry  on  the  work  that  is  contemplated  for  the 
Budget  Bureau. 
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Proposed  Bureau  of  Management.  It  is  proposed  to  take 
the  Division  of  Analysis  out  of  the  Budget  Bureau,  for  reasons 
already  set  forth,  and  make  it  into  an  executive  staff  agency  co- 
ordinate with  Budget  Bureau.  The  new  organization  might  then 
very  well  be  called  the  Bureau  of  Administrative  Management, 
or  the  Bureau  of  Management  Analysis.  The  head  of  this  new 
Bureau  would  be  appointed  by  the  Mayor  and  serve  at  his 
pleasure,  as  in  the  case  of  the  Budget  Director.  As  a  top  staff 
agency  of  the  city,  this  Bureau  would  work  with  and  advise  the 
management  analysis  units  of  the  operating  departments.  Some 
new  top-notch  staff  members  with  vision,  talent  and  experience  in 
the  management  field  should  be  found  and  paid  enough  to 
induce  them  to  come  with  the  Bureau.  An  over-all  program  for 
improving  administrative  management  should  be  set  up  and 
pursued  with  vigor;  a  prompt  follow-up  of  all  recommendations 
and  installations  should  be  instituted  and  frequent  reports  should 
be  made  to  the  Mayor  and  the  city's  legislative  bodies  on  prog- 
ress, accomplishments  and  savings. 

Departmental  Units  for  Budgeting  and  Management.  The 
Bureau  of  the  Budget  has  apparently  not  encouraged  the  estab- 
lishment of  permanent  budget  units  in  the  operating  depart- 
ments, but  the  Budget  Director  has  repeatedly  asked  each  de- 
partment head  to  designate  a  budget  officer  with  whom  he  can 
communicate  in  the  preparation  of  the  estimates.  This  officer 
may  be  a  deputy  commissioner,  a  chief  accountant,  a  personnel 
officer,  or  any  one  the  commissioner  chooses  to  name — but  not 
necessarily  a  budget  officer  who  serves  his  department  in  this 
capacity  year  after  year  and  not  usually  one  who  has  a  small 
staff  working  exclusively  on  departmental  budget  matters.  Thus, 
in  most  cases,  the  department  must  defer  (or  in  departmental 
language,  "Roll  out  the  carpet")  to  the  budget  examiner  and 
assistants  assigned  to  it  from  the  Budget  Bureau  to  develop  its 
estimates  and  appraise  its  budgetary  needs.  Otherwise  the  de- 
partment is  considered  in  the  parlance  of  the  Budget  Bureau  as 
not  "co-operating."  This  attitude  of  the  Budget  Bureau  over  the 
years  has  made  the  operating  departments  more  and  more  de- 
pendent upon  it  in  all  budgetary  matters,  and  has  permitted  the 
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Budget  Director  to  assume  dictatorial  powers  both  in  the  deter- 
mination and  in  the  execution  of  departmental  budgeting.  The 
upshot  of  this  approach  is  that  the  Budget  Director  tells  the 
departmental  heads  what  they  are  to  get,  often  without  any  prior 
consultation,  and  later  how  and  even  when  they  are  to  spend  the 
amounts  so  allowed. 

About  six  months  after  the  Division  of  Analysis  was  set  up 
in  1947  a  memorandum  from  the  Mayor  instructed  the  heads 
of  the  departments  to  establish  departmental  analysis  units  to 
make  studies  to  improve  departmental  efficiency.  The  size  of  the 
departmental  analysis  units  for  each  of  the  major  departments 
was  prescribed  in  the  Mayor's  directive.  A  few  months  later, 
when  the  units  presumably  had  time  to  begin  to  operate,  the 
Mayor  issued  another  directive  requiring  each  unit  to  have  the 
definite  approval  of  the  Division  of  Analysis  for  its  studies  and 
to  report  monthly  to  that  Division  and  confer  at  all  times  on  its 
studies. 

In  spite  of  these  directives  there  has  been  very  little  co- 
operation in  several  instances  between  the  departmental  units 
and  the  Division  of  Analysis.  Many  of  the  units  have  been 
inadequately  manned  from  the  beginning  and  staff  additions  (a 
matter  controlled  by  the  Budget  Bureau)  are  not  always  forth- 
coming when  requested  by  the  departments. 

Proposed  Departmental  Staff  Units.  It  is  suggested  that 
adequately  staffed  units  should  be  established  at  the  top  level 
of  each  major  department  or  agency  to  handle  budgeting  and 
management  analysis,  and  that  these  units  should  be  properly 
related  to  departmental  accounting,  costing,  and  reporting.  From 
two  to  a  dozen  persons  might  be  required  to  staff  one  of  these 
units  depending  upon  the  volume  and  nature  of  the  work.  Indi- 
vidual officers,  either  full  or  part  time,  might  perform  these  staff 
services  in  the  small  departments  and  agencies.  In  budgeting,  it 
is  proposed  that  most  of  the  work  of  estimating  and  analyzing 
the  departmental  needs  would  be  done  by  the  budget  units,  as 
well  as  the  job  of  allotting  the  functional  appropriations  and 
keeping  up  with  the  rate  of  departmental  expenditure.  Budget 
studies,  when  required  by  the  Budget  Bureau,  would  also  be 
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made  by  these  budget  units.  In  some  of  these  studies,  the  man- 
agement analysis  units  might  give  assistance.  The  units  in  each 
department  would  operate  directly  under  the  commissioner — or 
the  departmental  administrator  where  such  a  position  has  been 
established — and  would  receive  their  primary  assignments  from 
him.  They  would,  however,  respond  to  the  needs  and  the  over- 
all supervision  of  the  central  staff  agencies. 

Establishment  of  an  Independent  Audit.  New  York  City  has 
made  no  provision  over  the  years  for  an  independent  audit  or 
postaudit  of  its  finances.  A  complete  budget  system  requires  the 
establishment  of  such  an  audit  to  serve  as  a  final  check  on 
budgetary  performance  and  on  financial  operations. 

The  only  check  which  the  city  government  now  has  on  its 
finances  is  a  preaudit  made  by  the  Comptroller  in  the  settle- 
ment of  all  claims.  The  Comptroller's  audit  cannot,  for  certain 
reasons,  serve  as  an  independent  audit  of  the  city's  financial 
affairs.  The  Comptroller  is  not  in  a  disinterested  position;  he 
exercises  both  administrative  and  legislative  functions  which 
require  him  to  make  financial  decisions.  Any  audit  which  he 
makes  must  of  necessity  involve  many  of  his  own  decisions.  His 
administrative  duties  in  such  matters  as  the  review,  adjudica- 
tion, and  settlement  of  many  of  the  city's  tax  claims  likewise 
involve  him  in  situations  where  he  is  in  effect  his  own  auditor. 

Unless  the  Comptroller's  duties  are  to  be  radically  changed, 
then  other  means  must  be  found  for  an  independent  audit.  Two 
approaches  are  suggested.  One  of  these  would  place  the  respon- 
sibility for  an  independent  audit  on  the  City  Council.  This  body 
could  either  set  up  an  auditor's  office  and  staff  it  to  perform  a 
postaudit,  both  fiscal  and  operational  in  character,  or  it  could 
contract  with  a  qualified  firm  of  public  accountants  to  carry  on 
a  continuous  postaudit  and  report  findings  at  stated  intervals. 

The  other  approach  would  be  for  the  city  authorities  to  ar- 
range with  the  state  government  for  a  postaudit  conducted  by  the 
state's  municipal  auditing  agency.  Such  a  postaudit  would  re- 
quire an  expanded  auditing  force  on  the  part  of  the  state.  How- 
ever, such  a  force  could  be  justified  largely  on  the  basis  of  the 
increased  state  aid  to  the  city  government. 
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L  General  Findings 

The  Charter  and  the  Administrative  Code  vest  the  responsibility 
for  preparing  the  expense  budget  directly  in  the  Budget  Director. 
Departmental  estimates  are  collected  by  him.  He  holds  the  public  hear- 
ings on  these  estimates.  The  Mayor  is  not  required  by  basic  law  to  take 
an  active  part  in  budget  preparation.  He  can  do  so  (and  some  mayors 
have),  since  he  appoints  the  Budget  Director. 

At  the  outset  of  the  preparation  of  the  1951-52  expense  budget,  the 
Mayor  did  not  outline  a  budget  policy  to  guide  department  heads  and 
budget  examiners.  He  apparently  gave  only  the  minimum  time  to  the 
preparation  of  the  budget. 

The  Budget  Director's  public  hearings  are  a  routine  procedure  rather 
than  a  constructive  part  of  budgetary  decision-making.  They  are  held 
before  the  budget  examiners  have  investigated  the  soundness  of  depart- 
mental requests.  They  do  not  provide  the  Mayor  and  the  department 
heads  a  chance  to  exchange  views  on  basic  budget  problems.  They  may 
be  said  to  be  carried  on  at  the  wrong  time  by  the  wrong  man  for  the 
wrong  purpose. 

The  separation  of  personal  service  codes  and  other-than-personal 
service  codes  is  found  in  the  executive  budget  document  and  in  the 
budget  request  forms  used  by  the  Budget  Bureau  to  collect  agency  esti- 
mates, and  also  in  the  assignments  of  budget  examiners  and  in  depart- 
mental finance  administration.  This  separation  impedes  simultaneous 
consideration  of  all  the  costs  of  a  given  program.  It  is  a  real  obstacle  in 
the  path  of  developing  cost  accounting,  program  budgeting,  and  other 
modern  aids  to  budgetary  decision-making. 

Many  of  the  civil  service  titles  and  salary  rates,  and  the  sub-head- 
ings under  which  they  are  grouped  in  the  budget,  are  not  closely  related 
to  the  activities  carried  on  by  the  agencies  and  employees  they  repre- 
sent. In  preparing  the  budget  and  in  controlling  expenditures,  many  of 
the  budget  examiners  and  department  administrators  do  not  depend  on 
the  types  of  data  given  to  the  legislative  bodies  and  the  public  in  the 
executive  budget;  instead  they  seek  personnel  figures  closely  related  to 
activities  and  use  unit  costs  and  recent  expenditure  data  where  available. 

The  tendency  not  to  provide  in  the  expense  budget  for  the  operat- 
ing costs  of  capital  projects  estimated  to  be  finished  and  put  in  opera- 
tion during  the  fiscal  year  indicates  that  the  problem  of  synchronizing 
the  capital  and  expense  budgets  has  not  been  solved. 

The  numerous  transfers  and  modifications  approved  by  the  Budget 
Director  and  the  Board  of  Estimate  during  the  year  substantially  alter 
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the  financial  plans  of  the  city  from  those  authorized  at  the  time  the 
budget  is  adopted.  The  Council  and  the  public  consider  the  budget  at 
the  time  of  its  adoption  but,  in  connection  with  the  changes  made  in 
the  budget  during  the  year,  the  former  is  powerless  to  take  any  action 
and  the  latter  is  almost  wholly  ignorant  of  what  occurs.  Moreover,  in 
no  published  report  are  the  actual  expenditures  meaningfully  compared 
with  the  appropriations  as  originally  adopted,  or  even  as  finally 
modified. 

The  Comptroller's  accounts,  kept  largely  on  a  voucher  basis,  do  not 
provide  an  adequate  means  of  checking  the  month-by-month  rate  of 
commitment  of  appropriations.  The  reports  of  the  Department  of  Pur- 
chase on  encumbrances  of  General  Purchase  Fund  appropriations  are 
available  much  too  late  to  be  useful.  Budget  examiners  tend  to  depend 
on  departmental  accounting  records  for  expenditure  control. 

The  repeated  recasting  of  the  budget  of  the  Department  of  Educa- 
tion for  use  by  the  Budget  Bureau  and  by  the  department  should  not 
be  necessary.  The  consolidation  of  the  General  School  Fund  codes  late 
in  the  year  is  inconsistent  with  the  scrupulous  code-by-code  accounting 
procedures  of  the  Comptroller  and  the  Department  of  Education  during 
the  first  10  months  of  the  year. 

Administering  transfers,  modifications,  vacancy  controls,  and  salary 
accruals  involves  a  tremendous  amount  of  correspondence  and  record 
keeping  in  the  departments  and  in  the  Budget  Bureau.  Budget  examiners 
are  called  on  to  make  numerous  detailed  investigations  and  written 
reports  for  the  consideration  of  the  Budget  Director.  This  system  of 
controls,  coupled  with  the  extensive  powers  exercised  by  the  Budget 
Bureau  in  departmental  personnel  matters,  lodges  tremendous  adminis- 
trative power  in  the  Budget  Bureau.  The  Budget  Director  and  the 
examiners  are  constantly  participating  in  decision-making  which  should 
be  the  responsibility  of  operating  agency  heads.  The  Budget  Director 
should  give  careful,  continuing  attention  to  the  relationships  between 
administrative  responsibilities  of  the  departments  and  the  decisions 
made  in  or  influenced  by  the  Bureau  of  the  Budget. 

II.  Responsibility  for  Preparation  of  the  Expense  Budget 

The  Charter  creates  the  Bureau  of  the  Budget  and  authorizes  the 
Mayor  to  appoint  its  head,  the  Director  of  the  Budget.  The  Mayor  may 
set  the  date  (not  later  than  February  1)  on  which  department  and 
agency  heads  are  required  by  the  Charter  to  submit  their  budget  esti- 
mates to  the  Budget  Director.  The  Charter  states  that  the  Mayor  shall 
submit  to  the  Board  of  Estimate  and  to  the  Council  the  expense  budget 
(called  the  "executive"  budget  at  this  stage)  for  the  ensuing  fiscal  year. 
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The  Administrative  Code  adds  that  he  shall  accompany  the  budget  with 
a  message  of  comment  and  explanation.  Among  the  duties  of  the  Mayor 
listed  in  the  Charter,  the  preparation  of  the  budget  is  not  specifically 
mentioned. 

To  the  Director  of  the  Budget,  the  Charter  gives  "the  duty  ...  to 
prepare  each  year  an  executive  budget."  And  he  is  also  "to  perform 
all  such  duties  in  regard  thereto  as  the  Mayor  may  direct."  The  Direc- 
tor has  the  power  to  survey  any  agency  for  the  purpose  of  ascertaining 
its  budgetary  requirements  and  to  require  any  agency  to  furnish  him 
with  pertinent  data.  The  Administrative  Code  directs  that  the  Budget 
Director  shall  hold  public  hearings  on  departmental  requests  submitted 
to  him. 

The  Charter  and  the  Code,  then,  give  the  Mayor  all  necessary  powers, 
by  acting  through  his  Budget  Directory  to  prepare  the  expense  budget. 
Important  budgetary  responsibilities  and  powers  are  given  directly  to 
the  Budget  Director;  he  does  not  receive  them  by  delegation  from  the 
Mayor  or  as  a  representative  of  the  Mayor.  In  actual  practice,  some 
Mayors  apparently  have  taken  an  active  part  in  budget  preparation.  But 
in  view  of  the  basic  distribution  of  responsibilities  between  the  Mayor 
and  the  Budget  Director,  it  is  not  surprising  that  in  recent  years  it  has 
appeared  to  be  the  custom  for  the  Mayor  to  leave  the  initiative  in 
budget  preparation  with  the  Budget  Director  and  for  the  Mayor  to  give 
only  limited  time  to  the  budget  before  transmitting  it  to  the  Board  of 
Estimate. 

If  the  expense  budget  is  to  be  truly  the  Mayor's  budget,  its  prepara- 
tion should  be  made  the  specific  responsibility  of  the  Mayor;  the  Bureau 
of  the  Budget  would  then  become  a  staff  agency  to  aid  the  Mayor  in 
carrying  out  his  responsibility. 

Outline  of  the  Organization  of  the  Bureau  of  the  Budget 

As  head  of  the  Bureau  of  the  Budget,  the  Director  of  the  Budget 
appoints  the  Assistant  Budget  Director,  and  the  Chief  Budget  Examiner. 

The  Chief  Budget  Examiner  is  the  head  of  the  Examining  Division 
of  the  Budget  Bureau.  In  connection  with  the  Mayor's  budget,  this 
division  is  responsible  for  preparation  and  administration  of  all  per- 
sonal service  codes  and  of  other-than-personal  service  codes  of  most  of 
the  departments.  Personal  service  codes  cover  salaries,  wages,  fees  and 
commissions;  other-than-personal  service  codes  are  for  such  items  as 
supplies,  materials,  equipment,  and  contractual  services  including  re- 
pairs to  buildings,  equipment  rentals,  and  telephone  service.  There  are 
38  examiners.  The  Examining  Division  also  contains  a  service  section 
of  15  people  and  a  stenographic  pool  of  10  people.  The  service  division 
does  the  routine  work,  such  as  assembly  of  the  budget  compilation, 
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drawing  up  modification  resolutions,  and  keeping  records  of  certifi- 
cations. 

Under  the  Assistant  Budget  Director  there  are  two  divisions,  the 
Division  of  Engineering  and  the  Division  of  Analysis.  The  chief  of  the 
Division  of  Engineering  is  selected  by  the  Budget  Director  from  the 
staff  of  engineers.  The  division  makes  recommendations  to  the  Budget 
Director  concerning  capital  budget  projects.  In  connection  with  the 
expense  budget,  it  handles  budget  preparation  and  administration  for 
other-than-personal  service  codes  of  a  few  departments.  There  are  16 
persons  in  the  division. 

The  chief,  assistant  chief,  and  the  personnel  of  the  Division  of 
Analysis  are  selected  by  the  Budget  Director.  The  division  does  organi- 
zation and  management  studies,  most  of  which  have  been  aimed  pri- 
marily at  reducing  budgetary  expenditures.  There  are  30  persons  in  the 
division. 

III.  Budget  Making  Procedure 

In  the  preparation  of  the  1951-52  expense  budget,  the  Mayor  made 
no  advance  statement  of  the  broad  outlines  of  his  budget  policies  or 
plans  for  the  year.  The  only  preliminary  statements  were  made  in  a 
very  routine  manner  by  the  Budget  Director. 

The  Budget  Director  sent  to  each  department  and  agency  head  a 
letter  dated  November  30,  1950,  setting  a  date  and  time  for  a  hearing 
on  the  agency's  requests  for  1951-52.  A  second  letter  dated  December 
14,  1950,  requested  co-operation  in  making  "realistic"  estimates  con- 
sidering the  over-all  financial  situation  of  the  city.  It  pointed  out  that 
civil  defense  costs  and  the  expense  of  operating  the  recently  completed 
hospitals  and  schools  had  increased  the  pressure  on  the  city's  resources. 

The  two  letters  cited  the  sections  of  the  City  Charter  requiring 
agency  and  department  heads  to  submit  their  budget  estimates  to  the 
Budget  Director,  and  explained  the  purpose  of  the  public  hearings;  re- 
quested the  name  of  the  budget  officer  of  the  agency,  and  directed  that 
he  and  others  engaged  in  preparation  of  the  budget  should  be  available 
for  conference  with  budget  examiners;  and  emphasized  the  need  for 
having  the  budget  requests  ready  on  time. 

The  Budget  Director's  Public  Hearings 

The  Administrative  Code  states  that  the  Budget  Director  shall  hold 
hearings  on  departmental  estimates  and  makes  it  the  duty  of  agency 
heads  to  appear  and  be  heard.  The  City  Charter  provides  for  the 
rights  of  others  at  any  hearings  held  by  the  Budget  Director  at  which 
department  representatives  explain  the  budget  estimates.   Each  mem- 
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ber  of  the  Board  of  Estimate  and  such  member  of  the  Council  as  the 
Council  may  designate  have  a  right  to  attend  these  hearings,  to  ask 
questions,  and  to  require  production  of  papers  and  records.  The  public 
may  be  present  but  does  not  have  the  right  to  ask  questions  or  to  be 
heard.  Neither  the  Code  nor  the  Charter  specifies  at  what  point  in  the 
procedure  of  preparing  the  expense  budget  the  Director  should  hold  his 
public  hearings. 

Almost  simultaneously  with  the  Budget  Director's  second  letter, 
there  was  sent  out  to  department  and  agency  heads  the  forms  on  which 
they  submitted  their  budget  requests.  Each  agency  must  return  its 
completed  budget  request  forms  about  a  week  before  the  public  hearing. 
This  gives  the  budget  examiner  time  to  check  its  mathematical  accuracy 
but  he  does  not  before  the  hearing  attempt  to  investigate  the  need  for 
the  amounts  requested. 

The  Director's  public  hearings  began  January  5,  1951,  and  con- 
tinued through  the  second  week  in  February.  The  smaller  agencies  were 
heard  first,  before  the  requests  of  larger  agencies  such  as  Fire  and  Wel- 
fare departments  had  been  submitted.  Most  departments  and  agencies 
were  scheduled  to  appear  for  only  5,  10  or  15  minutes.  Major  de- 
partments were  allotted  more  time  but  seldom  used  it.  The  Budget 
Director  usually  opened  the  hearing  by  asking  the  agency  head  if  he 
had  anything  to  say  on  his  budget  request.  The  heads  of  smaller 
agencies  usually  stressed  their  need  for  more  help  because  of  "backlogs 
of  work"  or  asked  for  certain  salary  adjustments.  The  Commissioner 
of  the  Department  of  Correction  was  exceptional  in  that  he  used  unit 
cost  figures  in  explaining  why  certain  administrative  decisions  basic  to 
his  budget  request  were  made.  The  Police  Commissioner  handed  a  pre- 
pared statement  to  the  Budget  Director  and  the  press  and  was  gone  in 
a  matter  of  minutes.  In  several  instances  the  Budget  Director  indicated 
that  matters  broached  by  an  agency  could  be  discussed  later  in  private. 

Newspaper  stories  high-lighted  the  dollar  amounts  by  which  the 
agency  requests  exceeded  the  current  budget  as  modified.  As  the  hear- 
ings proceeded  those  figures  were  added  together  to  reach  an  impressive 
amount.  In  the  case  of  the  Police  Department  the  additional  man 
power  requested  was  also  stressed  in  the  news  stories.  Seldom  were 
major  new  or  additional  services  deemed  newsworthy,  one  exception 
being  the  plea  to  strengthen  the  smoke  abatement  program  and  the  de- 
cision to  take  court  action  to  compel  co-operation  with  the  program. 

According  to  the  Budget  Director,  the  public  hearings  are  perfunc- 
tory and  have  two  main  purposes:  to  get  the  budget  requests  in  on  time; 
and  to  give  the  agency  heads  a  chance  to  make  a  statement  to  the 
Budget  Director.  They  are  not  used  by  the  Budget  Director  in  discussing 
basic  budgetary  questions  with  the  agency  head  and  only  on  occasion 


BUDGET  MAKING  PROCEDURE 


51 


are  inquiries  made  into  the  purpose  of  specific  increases.  And,  of  course, 
the  timing  of  the  hearings  is  such  that  the  agency  head  is  not  presented 
with  a  chance  to  appeal  the  Budget  Director's  recommendations  to  the 
Mayor  or  the  Board  of  Estimate.  At  present  the  hearings  are  not  effec- 
tively used  to  sell  the  public  on  the  additional  or  new  services  which 
would  be  performed  with  the  additional  funds  requested  by  the  various 
city  agencies.  Nor  are  they  used  to  outline  major  financial  decisions 
facing  the  city  in  the  next  fiscal  year,  other  than  the  repeated,  and 
important,  plea  of  insufficient  funds. 

Separate  Consideration  of  Certain  Codes  in  Budget  Preparation 

Budget  Request  Forms.  The  data  called  for  by  the  budget  request 
forms  used  by  the  Bureau  of  the  Budget  to  collect  departmental  esti- 
mates may  be  outlined  as  follows: 

1.  A  brief  letter  of  transmittal  explaining  in  detail  the  changes  re- 
quested as  compared  with  the  current  budget  as  modified  to  mid- 
November; 

2.  Salary  increment  and  increment  adjustment  forms  which  list 
salary  increases  required  by  law; 

3.  Separate  schedules  listing  (a)  new  positions;  (b)  filled  posi- 
tions dropped;  (c)  vacant  positions  dropped;  (d)  salary  increases  other 
than  mandatory  salary  increments,  increment  adjustments,  etc.; 

4.  Budget  request  forms  showing  line-by-line  comparisons  with  the 
current  budget  as  modified  to  mid-November; 

5.  Justification  sheets  for  food,  supplies,  materials,  communications, 
repairs  and  maintenance,  equipment,  and  transportation.  The  forms 
are  designed  to  provide  data  on  price  per  unit,  amount  purchased,  and 
total  cost  for  each  item  purchased  in  1948-49,  1949-50,  compared  with 
requests  for  each  item  for  1951-52,  and  the  total  appropriated  for  the 
code  for  1950-51. 

The  letter  of  transmittal  is  usually  confined  to  summarizing  budget 
increases  and  decreases  by  such  categories  as  new  positions,  mandatory 
salary  increases,  positions  dropped,  etc.  Occasionally  general  reference 
is  made  to  a  specific  new  or  additional  service  and  to  the  fact  that  back- 
logs of  clerical  or  inspectional  work  exist. 

The  information  on  salary  increments  and  adjustments  includes 
civil  service  titles,  names  of  employees,  dates  of  last  increments,  present 
and  proposed  salaries  as  well  as  budget  code  and  line  numbers.  It 
should  not  be  necessary  for  the  budget  examiner  to  proof  the  incre- 
ments and  adjustments  required  by  law.  Even  though  these  may  not 
be  certified  by  the  Municipal  Civil  Service  Commission,  as  one  might 
expect,  the  errors  in  computation  of  automatic  increases  should  be 
picked  up  by  the  Comptroller  in  the  first  pay  period  of  the  new  fiscal 
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year.  The  errors  would  have  little  effect  on  the  budget  because  they 
should  be  few  in  number,  small  in  amount,  and  tend  toward  offsetting 
each  other.  Any  departmental  accounting  office  consistently  making 
errors  would  be  conspicuous. 

The  justification  sheets  for  supplies,  food,  etc.,  do  not  provide  for 
showing  the  experience  of  the  current  year.  The  number  of  units  pur- 
chased and  the  total  cost  for  each  item  includes  the  units  that  went  into 
inventory  as  well  as  those  that  were  actually  used  during  the  year.  No 
inventory  figures  are  submitted  with  these  data. 

The  budget  request  form,  as  returned  by  each  department,  is  prac- 
tically the  same  as  the  first  four  columns  of  the  executive  budget.  It 
differs  only  in  using  the  current  budget  as  modified  to  mid-November 
whereas  the  budget  as  presented  to  the  Board  of  Estimate  compares 
requests  with  the  current  budget  modified  to  March  15.  The  budget 
request  form  presents  personal  service  requests  in  detail  but  requests 
for  supplies,  for  equipment,  for  contractual  service,  and  the  other  broad 
objective  categories,  are  shown  in  each  case  as  departmental  totals.  On 
the  basis  of  the  information  in  the  budget  request  form,  it  is  not  pos- 
sible for  the  budget  examiner  to  establish  any  relationship  between  an 
agency's  request  for  personal  service  funds  for  an  activity  and  its  re- 
quest for  the  supplies,  equipment  and  other  items  which  will  be  used 
in  carrying  out  the  activity.  This  separation  of  personal  service  codes 
and  other-than-personal  service  codes  will  be  discussed  further  in  rela- 
tion to  the  use  of  the  expense  budget  by  the  legislative  bodies  and  the 
public.  It  is  significant  to  show  here,  however,  that  this  separation  is 
found  in  the  assignments  of  the  budget  examiners  and  in  departmental 
financial  administration.  It  is  important  to  know  that  many  budget 
examiners  and  department  officials  have  found  that  the  data  as  set  forth 
in  the  budget  request  forms  and  the  expense  budget  are  inadequate  for 
informational  needs. 

Assignment  of  Budget  Examiners.  The  work  of  investigating  the 
budget  requests  is  divided  among  budget  examiners  by  department  or 
agency  and  to  some  extent  further  subdivided  between  personal  service 
and  other-than-personal  service  codes.  For  instance,  all  codes  of  the 
Department  of  Parks  are  handled  by  a  budget  examiner  and  his  as- 
sistant. They  may  obtain  engineering  advice  from  the  Division  of 
Engineering  on  request.  Similarly  the  requests  of  the  Department  of 
Sanitation  are  the  responsibility  of  one  examiner.  However,  the  engi- 
neering codes  of  the  Department  of  Public  Works  and  the  Departments 
of  Marine  and  Aviation  are  handled,  not  by  the  budget  examiner,  but 
by  the  Budget  Bureau's  Division  of  Engineering.  Three  budget  examin- 
ers investigate  the  personal  service  codes  of  the  Department  of  Hospi- 
tals; but  all  other  codes,  covering  such  items  as  food,  equipment,  repair 
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of  buildings  and  structures,  medical  supplies,  and  so  forth,  are  handled 
in  the  Division  of  Engineering.  For  the  Department  of  Welfare,  the 
budget  examiner  handles  the  personal  service  codes  and  the  codes 
covering  welfare  payments;  the  Division  of  Engineering  handles  the 
remaining  other-than-personal  service  codes.  A  single  examiner  may  be 
assigned  to  investigate  the  requests  of  several  smaller  departments.  For 
instance,  one  examiner  investigates  the  personal  service  codes  of  the 
Department  of  Correction,  of  the  Parole  Commission,  and  of  the  De- 
partment of  Housing  and  Buildings.  Within  the  Division  of  Engineer- 
ing the  codes  for  equipment  and  for  repair  and  maintenance  of  build- 
ings for  the  Departments  of  Hospitals,  Higher  Education,  and  Health 
are  assigned  to  one  man.  He  also  passes  on  the  capital  projects  of 
these  departments. 

Separation  in  Departmental  Budget  Preparation.  The  present  form 
of  the  budget  encourages  the  departments  to  make  budgetary  decisions 
on  the  basis  of  the  items  to  be  purchased  rather  than  the  services  to  be 
rendered  to  the  public.  Illustrations  of  the  effect  of  this  separation  on 
departmental  financial  administration  may  be  drawn  from  the  Depart- 
ments of  Sanitation,  Parks,  and  Education. 

In  the  summer  of  1948,  Mayor  O'Dwyer,  alarmed  at  criticism  of 
waste  collection  service,  ordered  the  Department  of  Sanitation  to  pre- 
sent a  plan  for  increasing  the  frequency  and  quality  of  service  to  an 
approved  level.  The  department's  plan  called  for  2,600  more  men.  The 
Bureau  of  the  Budget's  Division  of  Analysis,  after  study,  agreed  that 
2,600  men  would  be  needed  to  raise  the  services  to  the  required  level 
immediately  but  stated  that  additional  new  equipment,  to  be  acquired 
over  a  period  of  years,  would  make  so  many  men  unnecessary.  The 
department  was  given  200  additional  men  immediately.  It  received 
200  more  men  in  the  current  budget  and  the  Mayor  has  recommended 
another  200  men  in  the  1951-52  budget.  In  the  past  four  years  over 
$12  million  in  motorized  equipment  has  been  authorized;  heavy  equip- 
ment has  been  purchased  through  the  capital  budget,  and  passenger  cars 
and  light  delivery  wagons  have  been  appropriated  for  in  the  expense 
budget.  The  department  stated  that  its  man  power  requests  are  still 
based  on  the  original  estimate  of  2,600;  it  has  not  attempted  to  modify 
that  estimate  in  the  light  of  the  new  equipment  now  being  used.  Al- 
though there  is  an  important  relationship  between  equipment  and  per- 
sonnel used  in  cleaning,  in  collecting,  and  in  disposing  of  waste,  the 
separation  of  personal  and  non-personal  codes  apparently  has  impeded 
unified  budgeting  in  the  department. 

In  the  Department  of  Parks,  budget  requests  are  submitted  to  the 
executive  officer  by  the  head  of  the  recreation  service,  the  head  of  the 
five  borough  motor  vehicle  repair  shop,  and  the  borough  directors, 
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each  of  whom  is  responsible  for  the  operation  and  maintenance  of  all 
park  facilities  in  his  borough.  The  borough  directors'  personnel  re- 
quests show  only  the  additional  positions  needed  either  for  a  "new 
facility"  or  because  at  present  there  is  "inadequate  personnel."  The 
requests  indicate  for  each  additional  position  the  facility  at  which  the 
position  is  needed,  the  position  title,  rate  of  pay,  and  the  reason  for 
additional  personnel.  The  borough  directors  at  the  same  time  submit 
their  requests  for  supplies  listed  in  great  detail  by  item.  After  consult- 
ing the  borough  directors  on  individual  problems,  the  executive  director 
and  commissioner  reach  decisions  on  the  activities  and  budget  needs 
of  each  borough.  The  data  are  then  divided.  The  personnel  division  is 
given  the  personal  service  codes  and  a  member  of  the  accounting  divi- 
sion is  given  other-than-personal  service  codes.  Each  man  consolidates 
estimates  for  the  five  boroughs  into  departmental  totals  following  the 
lines  in  the  budget  and  the  form  of  the  justification  sheets.  When  the 
budget  examiner  desires  detailed  information  on  personal  service  codes 
he  contacts  the  personnel  man;  otherwise  he  contacts  the  accounting 
division. 

In  the  Department  of  Education,  the  expenditure  control  is  divided 
between  personal  and  non-personal  codes  and  by  function  within  these 
two  main  categories.  The  supplies  and  equipment  codes  are  controlled 
through  the  accounts  showing  the  dollars  expended.  The  Superintendent 
of  School  Supplies  is  responsible  for  keeping  expenditures  within  the 
amounts  authorized.  The  Superintendent  in  charge  of  personnel  is  re- 
sponsible for  holding  personnel  expenditures  within  the  funds  available. 
He  relies  principally  on  his  schedules  of  the  number  of  positions  that 
may  be  filled  rather  than  the  accounts  in  the  accounting  division. 

In  contrast  to  this  department-wide  separation  of  personal  service 
codes  and  other-than-personal  service  codes,  the  expense  accounting 
report  of  the  Department  of  Correction  shows,  for  each  institution  oper- 
ated, the  expenditures  for  administration,  custodial  service,  food,  motor 
equipment,  repairs  and  maintenance,  etc.  Per  capita  costs  are  com- 
puted where  significant,  as  with  food.  If  a  decision  is  made  to  change 
the  number  of  people  at  an  institution,  the  accounts  at  once  suggest  the 
related  changes  in  food,  supplies,  and  other  items. 

It  is  surprising  that  the  Board  of  Estimate  in  its  control  over  the 
form  of  the  expense  budget,  the  Bureau  of  the  Budget  in  its  assignment 
of  budget  examiners,  and  the  Comptroller  in  his  decisions  on  account- 
ing practices  should  have  given  the  departments  so  little  encouragement 
toward  setting  up  their  accounts  and  their  budget  data  to  show  the 
costs  of  their  many  programs  and  activities.  Unified  budgeting  does  not 
develop  from  the  present  separation  of  personal  service  codes  and 
other-than-personal  service  codes. 
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Type  of  Data  Used  by  Budget  Examiners 

Perhaps  the  most  significant  finding  regarding  the  information  col- 
lected on  the  budget  request  form — information  identical  in  type  to  that 
presented  to  the  legislative  bodies  and  the  public — is  that  apparently 
many  of  the  budget  examiners  have  found  it  inadequate  for  reaching 
satisfactory  budgetary  decisions.  A  review  of  the  additional  data  sub- 
mitted to  the  examiner  to  justify  personal  service  requests  of  the  De- 
partments of  Parks,  Welfare,  and  Correction,  the  requests  of  the  Parks 
Department  for  supplies  and  motor  equipment,  and  the  food  requests 
of  the  Welfare  Department  will  illustrate  the  type  of  information  con- 
sidered by  the  department  officials  and  examiners  but  not  normally 
made  available  to  the  legislative  bodies  and  the  public. 

Personal  Service  Codes.  It  has  been  mentioned  that  the  executive 
officer  of  the  Parks  Department  in  making  his  budget  estimates  has 
before  him  the  borough  directors'  requests  for  additional  employees  at 
each  facility.  After  he  has  made  his  decisions,  the  executive  officer  turns 
the  data  over  to  the  personnel  division  to  be  translated  into  the  budget 
request  form.  The  completed  budget  request  form  is  returned  to  the 
budget  examiner. 

In  the  budget  request  form,  as  in  the  expense  budget,  lists  of  civil 
service  titles  are  grouped  according  to  whether  the  employees  receive 
salaries  or  wages.  In  the  requests  of  the  Parks  Department  the  three 
major  headings  used  are  "Salaries  Regular  Employees,"  "Wages  Tem- 
porary Employees"  and  "Wages  Mechanics'  Work."  Appropriations  for 
"Operation  and  Maintenance"  are  made  under  "Salaries  Regular  Em- 
ployees" and  additional  appropriations  for  the  same  purpose  appear 
under  "Wages  Temporary  Employees."  Similarly,  recreational  service 
positions  are  provided  for  under  both  headings. 

The  data  in  this  form  apparently  have  not  proved  satisfactory  to 
the  budget  examiner.  He  relies  to  a  considerable  extent  on  a  table, 
given  him  by  the  department,  listing  each  facility,  its  description  and 
location,  and  for  each  facility  the  position  titles  and  number  of  regular 
and  temporary  employees  authorized  in  the  current  budget  and  the 
additional  positions  requested.  For  each  of  the  facilities  operated  on  a 
seasonal  basis,  such  as  golf  courses,  beaches,  and  swimming  pools,  the 
budget  examiner  is  given  the  estimated  hiring  date  and  date  of  separa- 
tion for  each  position  held  by  seasonal  employees.  During  the  year 
the  examiner  and  his  assistant  visit  the  various  facilities  checking  on 
the  condition  and  use  of  the  equipment  and  grounds  and  the  activities 
of  the  personnel. 

When  the  present  Commissioner  was  appointed  head  of  the  Depart- 
ment of  Correction  it  was  severely  understaffed.  Some  80  police  patrol- 
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men  were  used  in  custodial  positions  while  the  Budget  Bureau's  Divi- 
sion of  Analysis  made  a  careful  station-by-station  study  of  the  need  for 
custodial  employees  in  each  institution.  A  quota  was  drawn  up  for 
each  institution:  this  quota  was  subject  to  revision  with  changes  in  the 
inmate  census  of  each  institution.  It  is  against  this  basic  quota  for 
each  institution,  modified  according  to  changes  in  inmate  population, 
that  the  budget  examiner  measures  the  requests  of  the  department. 

In  contrast  the  budget  request  form  and  the  compilation  presented 
to  ^he  Board  of  Estimate  by  the  Mayor  have  three  sub-headings  for  the 
personal  service  codes  of  the  department  of  Correction:  "Salaries  Regu- 
lar Employees,"  "Wages  Mechanics'  Work"  and  "Other  Professional 
Services."  No  attempt  was  made  to  group  the  long  list  of  civil  service 
positions  either  by  institution  or  according  to  the  types  of  inmates 
handled.  The  budget  resolution  passed  by  the  Board  of  Estimate  April 
26,  1951,  grouped  the  positions  under  "Salaries  Regular  Employees" 
under  sub-headings  identifying  the  principal  administrative  divisions 
and  institutions. 

A  series  of  studies  have  been  made  by  the  State  Department  of  Wel- 
fare, the  Public  Administration  Service,  and  the  departmental  Personnel 
and  Office  Management  Division  of  the  Department  of  Welfare  to  deter- 
mine the  people  required  to  staff  a  welfare  center  and  the  number  of 
work  units  a  person  in  each  position  may  be  expected  to  handle.  The 
department  computes  a  quota  "panel"  by  relating  this  quota  system  to 
the  number  of  welfare  centers  it  plans  to  operate  and  the  anticipated 
case  loads.  The  budget  examiner  uses  this  "panel"  to  measure  the 
adequacy  of  important  segments  of  the  personal  service  budget  of  the 
department.  He  obtains  background  information  on  the  budget  re- 
quests by  attending  the  intra-departmental  budget  hearings  as  well  as 
through  his  duties  in  administering  the  current  budget.  He  checks  the 
mathematical  accuracy  of  the  relation  between  the  personal  service  re- 
quests and  the  case  load  estimates.  Where  additional  positions  are 
indicated,  the  examiner  checks  within  the  department  the  precise  duties 
of  each  additional  position  since  the  Budget  Director  questions  him 
closely  about  them  at  a  later  date. 

The  budget  examiner  goes  over  the  anticipated  case  loads  very  care- 
fully with  department  officials.  If  he  revises  the  estimates  downward, 
the  responsibility  for  the  adequacy  of  the  new  estimate  is  his.  The 
department  continues  to  plan  its  administrative  moves  on  its  own  esti- 
mates so  far  as  that  is  possible  and  if  during  the  year  the  budget 
estimate  proves  too  low,  the  department  simply  requests  additional  funds. 

The  Public  Administration  Service  "Report  on  Administration  of 
the  Department  of  Welfare  of  the  City  of  New  York,"  September  12, 
1950,  points  out  the  need  for  case  load  and  unit  cost  estimates  and 
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records  for  each  welfare  center.  A  staff  report  filed  in  connection  with 
this  study  ably  demonstrates  the  advantages  of  a  program  budget.  The 
department  officials  and  the  examiner  have  found  that  a  list  of  civil 
service  positions  grouped  by  broad  administrative  units,  as  contained 
in  the  executive  budget,  does  not  provide  adequate  basic  data  for 
budgetary  decisions. 

Motorized  Equipment.  In  the  case  of  equipment,  the  justification 
sheet  used  by  the  Budget  Bureau  provided  for  data  for  1948-49  and 
1949-50  as  actually  expended  and  for  the  1951-52  request.  These  data 
are  the  number  of  units,  the  price  per  unit  and  the  total  cost.  In  addi- 
tion, the  Department  of  Parks  provides  the  budget  examiner  with 
information  on  each  motor  vehicle  which  it  wishes  to  replace,  showing 
age,  make,  type  of  vehicle,  repair  record,  mileage,  and  gasoline  and  oil 
consumption.  This  additional  information  has  proved  so  helpful  that  the 
Division  of  Analysis  of  the  Budget  Bureau  has  just  completed  a  study 
proposing  to  install  a  record  system  in  the  Fire  Department  which 
would  make  similar  information  available  on  equipment  to  be  replaced 
there. 

Supplies.  The  justification  sheets  of  the  Budget  Bureau  call  for  in- 
formation on  quantity,  unit  price,  and  cost  for  each  item  used  in 
1948-49  and  1949-50,  and  requested  in  1950-51.  No  inventory  data 
are  called  for  and  only  the  total  appropriation  for  the  code  is  given  for 
the  year  1949-50.  The  Department  of  Parks  collects  from  its  bor- 
ough directors  their  estimates  of  each  item  of  supply  they  will  need  in 
the  next  fiscal  year.  These  requests  are  considered  and  consolidated  by 
item  into  the  departmental  totals.  The  information  going  to  the  Budget 
Director  is  in  great  detail,  setting  forth  items  on  which  only  a  few 
dollars  will  be  spent  in  the  year.  The  budget  examiner  in  studying  these 
estimates  reports  that  he  collects  the  actual  use  figures  for  the  prior 
year  and  the  monthly  figures  for  the  current  year  on  which  to  base 
his  calculations  and  that  he  tends  to  discount  heavily  the  request  figures 
submitted  to  him.  The  use  and  inventory  control  system  of  the  depart- 
ment provides  monthly  figures  on  the  use  by  each  facility  of  each  item 
of  supply.  Summaries  are  available  for  each  borough. 

Food  Estimates.  The  basic  diets  used  by  the  Welfare  Department 
are  determined  by  the  Home  Economics  Bureau  of  the  department. 
They  are  based  on  the  studies  and  published  reports  of  the  United  States 
Department  of  Agriculture.  The  Budget  Bureau  does  not  attempt  to 
reduce  costs  by  urging  the  substitution  of  one  type  of  food  for  another 
as  their  price  relations  change  because  an  attempt  along  these  lines  in 
the  Department  of  Hospitals  led  to  considerable  administrative  friction. 

The  department  fills  out  the  Budget  Bureau  forms  showing  for  dif- 
ferent classes  of  foods  the  physical  amounts  and  the  costs  in  fiscal 
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1948-49  and  1949-50,  and  the  total  food  appropriation  in  1950-51.  The 
information  goes  to  a  member  of  the  Budget  Bureau's  Division  of 
Engineering. 

The  budget  recommendations  of  the  engineer  are  actually  based, 
however,  on  a  calculation  of  the  trend  in  raw  food  costs  per  meal  times 
the  estimated  number  of  meals  to  be  served.  Departmental  accounts 
show  the  average  cost  per  meal  per  month.  When  the  expense  budget 
is  made  up,  the  engineer  has  these  costs  for  each  month  of  the  prior 
fiscal  year  and  the  current  fiscal  year  through  January.  He  consults  the 
Department  of  Purchase  as  to  the  trend  of  prices  in  recent  buying. 
The  resulting  unit  cost  is  increased  or  decreased  by  a  round  percentage 
reflecting  the  engineer's  estimation  of  the  course  of  food  prices  through 
the  next  fiscal  year. 

The  estimate  of  the  number  of  meals  to  be  served  is  obtained  from 
the  department.  The  engineer  does  not  review  case  load  figures  as 
closely  as  does  the  budget  examiner.  Consequently,  just  before  they 
appear  before  the  Budget  Director  to  explain  their  budget  recommenda- 
tions, the  examiner  and  the  engineer  carefully  review  together  their 
respective  estimates  to  be  sure  that  the  separate  parts  of  the  budget  are 
premised  on  the  same  basic  expectations  of  what  the  department  will  be 
doing. 

Again  the  pattern  appears.  Those  most  intimately  concerned  with 
budgeting  and  administering  the  city's  activities  use  personnel  figures 
as  closely  related  to  each  activity  as  possible  and  unit  costs  wherever 
available.  Statistics  of  this  type  do  not  appear  in  the  budget  request 
forms  used  by  the  Budget  Bureau  to  collect  departmental  estimates  nor 
in  the  expense  budget  presented  to  the  legislative  bodies  and  the  public. 

Preparing  the  Budget  of  the  Department  of  Education 

The  Department  of  Education  is  subdivided  largely  on  a  functional 
basis  into  some  70-odd  units.  In  November,  the  unit  heads  pre- 
sent their  requests  at  intra-departmental  hearings  held  by  the  Super- 
intendent, the  auditor,  and  the  director  of  administrative  and  budgetary 
research.  The  budget  examiner  also  attends  these  hearings. 

The  Superintendent  presents  his  budget  to  the  Board  of  Education 
late  in  December  or  early  in  January.  It  is  referred  to  the  Committee 
on  Finance  and  Budget.  This  year  the  Committee  reported  the  budget 
to  the  Board  of  Education  on  January  10  after  trimming  it  some  $8.3 
million.  The  Board  of  Education  adopted  the  budget  on  January  18 
after  making  a  net  increase  of  $218,444.70.  It  totaled  $230,181,495.85. 

The  Budget  Bureau  and  the  Department  of  Education  have  never 
been  able  to  agree  on  the  form  in  which  the  education  budget  requests 
should  be  presented  to  the  legislative  bodies  and  the  public.  As  soon 
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as  the  Superintendent's  budget  is  formulated,  a  clerk  in  the  Budget 
Bureau  is  assigned  to  the  department  to  recast  the  budget  in  the  form 
used  by  the  Budget  Bureau.  Although  this  is  a  detailed  operation,  the 
final  result  does  not  differ  greatly  in  the  type  of  information  given 
from  some  of  the  tables  published  in  the  budget  estimate  of  the  Board 
of  Education.  Certain  classifications  used  by  the  Board  of  Education 
more  clearly  indicate  the  programs  for  which  the  money  is  intended 
than  does  the  form  used  by  the  Budget  Bureau.  For  instance,  under 
salaries  for  teachers  of  special  classes  there  are  listed  amounts  for 
classes  for  the  blind,  for  crippled  children,  for  children  with  retarded 
mental  development,  etc.  In  contrast,  the  Budget  Bureau  groups  these 
positions  according  to  salaries  regular  employees,  salaries  temporary 
employees,  and  wages  temporary  employees.  The  budget  estimate  of  the 
department  also  relates  requests  for  office  supplies,  health  supplies,  fuel, 
and  certain  other  non-personal  costs  to  the  various  programs  requiring 
their  use.  The  Budget  Bureau  lumps  each  of  these  objective  requests 
into  departmental  totals.  When  the  expense  budget  is  published,  the 
Department  of  Education  prepares  a  detailed  comparison  of  its  requests 
and  the  amounts  recommended  to  the  Board  of  Estimate  by  the  Mayor. 
For  this,  the  expense  budget  is  recast  into  the  form  used  by  the  Board 
of  Education.  These  recastings  seem  to  accomplish  very  little  toward 
the  enlightenment  of  the  legislative  bodies  or  the  public  and  they  do 
not  add  much  to  the  ease  of  administering  the  budget.  It  should  not  be 
impossible  for  the  parties  concerned  to  agree  on  the  form  of  the  educa- 
tion budget. 

The  Budget  Bureau  does  not  exercise  to  the  same  extent  in  the  De- 
partment of  Education  some  of  the  powers  over  salaries  and  personnel 
matters  which  it  uses  in  other  city  departments.  Since  excess  accruals 
are  retained  under  the  jurisdiction  of  the  Board  of  Education,  the  in- 
centive of  the  Budget  Bureau  to  limit  expenditures  costs  through 
vacancy  controls  is  lessened.  Moreover,  the  state  has  set  mandatory 
salary  levels  for  a  great  many  of  the  positions  carried  in  the  budget  of 
the  Department  of  Education.  If  the  Board  of  Education  defines  the 
duties  of  any  position  so  that  it  is  covered  by  a  state  mandatory 
salary  provision,  the  Budget  Bureau  cannot  change  that  salary.  For 
instance,  shower  attendants  have  been  designated  swimming  instructors 
by  the  Board  of  Education,  thus  bringing  them  under  state  mandatory 
salary  schedules  higher  than  those  for  attendants. 

In  the  three  weeks  prior  to  the  Budget  Director's  "private"  hear- 
ings, the  budget  examiner  questions  various  of  the  agency  heads  on 
matters  which  he  feels  need  further  investigation.  He  seldom  visits  the 
public  school  establishments  because  all  other-than-personal  service 
codes  are  handled  by  the  Engineering  Division  of  the  Budget  Bureau. 
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The  Budget  Bureau  uses  an  over-all  measuring  stick  of  31.5  pupils  per 
teacher  as  a  rough  guide  to  the  need  for  additional  instructional  staff. 
A  long-term  study  seeking  to  establish  clerical  help  quotas  was  com- 
pleted by  the  department  three  years  ago.  The  Budget  Bureau  has 
approved  positions  equaling  just  under  80  per  cent  of  the  quota.  The 
budget  examiner  feels  that  there  is  no  backlog  of  work  apparent  and 
that  this  ratio  is  adequate  for  the  present. 

The  education  budget  as  submitted  to  the  Board  of  Estimate  is 
usually  from  $20  to  $25  million  less  than  the  department  request.  As 
passed  by  the  Board  of  Estimate,  the  education  budget  usually  shows 
little  change. 

Budgeting  a  New  Facility 

The  Parks  Department  gives  the  budget  examiner  a  list  of  new  facili- 
ties which  it  believes  will  be  completed  during  each  half  of  the  next 
fiscal  year.  A  blueprint  of  each  major  new  facility  is  submitted,  well  in 
advance  of  its  completion,  showing  its  physical  layout  and  indicating 
the  recommended  number  of  employees  and  in  what  area  each  of  the 
employees  would  be  working.  There  is  a  marked  tendency  for  the 
Budget  Bureau  to  disallow  employees  requested  for  new  facilities  to  be 
opened  during  the  year,  partly  due  to  uncertainty  as  to  the  exact  month 
the  facility  will  be  completed  and  require  manning.  For  instance,  eight 
playgrounds  (three  in  the  Bronx;  two  in  Brooklyn;  and  one  each  in 
Manhattan,  Queens  and  Richmond)  were  completed  between  July  1 
and  December  31,  1950,  for  which  no  operational  provisions  were  made 
in  the  current  budget.  The  Budget  Bureau  would  not  approve  requests 
for  additional  positions  at  the  time  the  facilities  were  completed  but 
promised  that  additional  help  would  be  included  in  the  next  budget. 
In  this  case  since  many  people  knew  the  facilities  were  completed,  the 
department  felt  the  playgrounds  would  have  to  be  put  to  use.  It  trans- 
ferred personnel  to  these  playgrounds  from  other  facilities,  thereby 
leaving  the  older  playgrounds  undermanned  in  terms  of  the  budget 
quota.  If  the  quotas  for  the  existing  facilities  were  sound,  then  this 
procedure  was  not  a  satisfactory  way  to  synchronize  the  capital  and 
expense  budgets. 

The  Department  of  Education  states  that  the  Budget  Bureau  tends 
to  reject  appropriations  connected  with  new  facilities  to  be  opened 
during  the  next  fiscal  year.  However,  little  friction  is  thereby  created 
because  of  the  promptness  with  which  money  is  transferred  to  these 
operations  as  soon  as  the  new  facilities  are  actually  ready  to  operate. 
The  Commissioner  of  the  Department  of  Public  Works  complained  pub- 
licly, November  29,  1950,  at  a  meeting  of  the  New  York  Chapter  of 


BUDGET  MAKING  PROCEDURE 


61 


the  American  Society  for  Public  Administration,  that  a  hospital  com- 
pleted in  the  spring  of  that  year  could  not  be  put  into  operation  promptly 
because  of  lack  of  budgetary  provision  for  maintenance  personnel. 

Estimating  Required  Accruals 

Salary  and  wage  accruals  are  the  savings  which  accumulate  when 
funds  appropriated  to  budget  lines  in  the  personal  services  codes  are 
not  spent.  These  savings  are  due  to  vacancies  not  filled,  vacancies 
filled  at  lower  than  schedule  line  rates,  absence  without  pay,  military 
leaves,  etc. 

Accruals  are  estimated  by  each  department  in  submitting  its  budget 
request.  The  estimated  saving  is  deducted  from  the  total  requested  for 
each  personal  service  code.  The  deduction  is  termed  "required  ac- 
cruals." These  "required  accruals"  must  be  accumulated  if  the  budget 
is  to  balance — all  other  things  remaining  as  estimated.  Once  the  re- 
quired accruals  are  accumulated,  additional  accruals  may  be  used  for 
meeting  emergency  or  unexpected  expenditures. 

The  Department  of  Education  estimates  accruals  for  its  academic 
staff  by  a  complicated  mathematical  formula  based  on  the  relationship 
between  the  actual  accruals  realized  in  the  first  five  months  of  the  cur- 
rent year  and  the  actual  accruals  of  the  same  months  of  the  previous 
year.  This  relationship  is  applied  to  the  actual  accruals  realized  in  the 
last  completed  fiscal  year  and  certain  additional  adjustments  are  made 
to  allow  for  the  known  leaves  of  absence,  etc.  In  contrast,  the  estimate 
of  required  accruals  for  clerical  help  is  based  on  the  amount  allowed 
in  the  budget  in  the  prior  year,  which  allows  a  "cushion  for  emer- 
gencies." 

Similarly,  the  Department  of  Parks  in  submitting  its  budget  re- 
quests uses  the  required  accrual  figures  of  its  prior  year's  budget 
increased  in  proportion  to  the  increase  in  personal  service  code  totals. 
Thus  in  fiscal  year  1949-50,  required  accruals  in  this  department  were 
$453,000;  actual  accruals  amounted  to  $879,009.76.  In  fiscal  year 
1950-51,  required  accruals  were  raised  to  $558,000;  actual  accruals  by 
February  amounted  to  $533,887.81.  The  department  says  that  the  dif- 
ference between  required  accruals  and  actual  accruals  gives  the  neces- 
sary "elbow  room  to  turn  around  in." 

The  Department  of  Sanitation  also  keeps  its  required  accruals  as 
low  as  possible,  generally  using  the  figures  for  the  prior  year,  raised 
proportionately  to  allow  for  additional  men  or  higher  salaries.  In  fiscal 
year  1949-50,  the  required  accruals  in  the  10  personal  service  codes  of 
this  department  were  $1,451,000.  Actual  accruals  amounted  to  $2,099,- 
173.80— an  excess  of  $648,173.80. 
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The  Budget  Director  s  "Private"  Hearings 

Near  the  end  of  February  the  Budget  Director  holds  what  are  com- 
monly called  executive  or  "private"  hearings.  These  are  for  the  purpose 
of  letting  the  budget  examiners  report  individually  to  the  Budget  Direc- 
tor their  recommendations  on  the  departments'  requests  and  for  him 
to  question  the  examiners  on  any  proposed  changes. 

The  executive  or  "private"  hearings  are  attended  by  the  Budget 
Director,  the  budget  examiner,  his  assistant  if  he  has  one,  and  the 
engineer  who  worked  on  the  other-than-personal  service  codes.  Although 
assured  that  we  could  do  so  early  in  our  survey,  we  were  not  permitted 
to  attend  any  of  these  hearings.  But  as  a  compromise  arrangement  we 
were  allowed  an  extensive  rehearsal  of  the  procedure  put  on  by  the 
budget  examiner  for  the  Department  of  Parks.  Presumably  the  pro- 
cedure set  forth  is  fairly  typical.  According  to  this  account,  the  Budget 
Director  first  asks  why  the  budget  has  gone  up,  or  why  it  has  not  been 
pushed  below  present  levels.  He  is  told  the  amount  of  increases  due  to 
mandatory  salary  adjustments,  other  recommended  salary  increases, 
new  positions,  increases  in  supplies,  repairs,  etc.  He  then  asks  for  an 
organization  chart  of  the  department  which  indicates  the  names  of  all 
supervisory  personnel  down  to  the  clerical  or  laboring  rank.  Taking 
the  printed  sheets  showing  the  personal  service  codes  for  the  current 
budget,  as  modified,  and  for  the  departmental  requests,  he  questions 
the  examiner  as  to  the  relationship  between  each  line  of  the  budget  and 
the  positions  shown  on  the  organization  chart.  The  responsibilities, 
and  in  many  cases  the  examiner's  estimation,  of  each  man  named  are 
related  to  the  salary  listed  for  him  in  the  budget.  Equipment  requests 
are  also  questioned  in  detail;  less  time  is  spent  on  other  codes.  The 
examiner  explains  the  department's  requests  and,  where  occasion  de- 
mands, why  his  own  recommendations  differ. 

The  Director  occasionally  will  call  a  department  head  to  get  further 
information.  In  a  few  cases,  he  may  have  promised  to  discuss  a  par- 
ticular problem  with  the  department  head  before  a  final  decision  is  made. 

The  Director's  decisions  are  noted  by  him  and  by  the  examiner  on 
their  respective  sheets.  The  budget  examiner  of  the  Department  of 
Welfare  indicates  to  the  department  what  his  recommendations  to  the 
Director  will  be  and  later  what  the  Director  has  decided.  The  examiner 
of  the  Department  of  Parks  does  not  follow  this  practice. 

The  Department  of  Parks  states  that  when  its  request  for  equipment 
must  be  cut  it  would  like  to  be  consulted  as  to  which  pieces  are  to  be 
allowed  and  which  eliminated.  The  present  practice  is  for  the  depart- 
ment, after  the  Mayor's  budget  is  made  public,  to  request  of  the  Budget 
Bureau  a  list  of  the  equipment  allowed. 
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Apparently  the  present  procedures  do  not  tend  to  give  an  agency 
head  much  chance  to  review  and  appeal  the  recommendations  of  the 
budget  examiner  or  the  decisions  of  the  Budget  Director  except  at  the 
invitation  of  the  Director  or  the  Mayor. 

The  Mayor  s  Budget  Retreat 

In  the  past  the  Mayors  have  customarily  spent  about  a  week  or  10 
days  following  March  15  in  the  offices  of  the  Budget  Bureau  going  over 
the  budget  as  prepared  by  that  organization.  The  procedure  followed 
and  decisions  arrived  at  are  understood  to  vary  according  to  the  indi- 
vidual mayors.  LaGuardia  is  said  to  have  gone  over  the  budget  in 
detail,  calling  in  the  examiners  for  close  questioning.  O'Dwyer  was  not 
inclined  to  go  that  far.  One  of  O'Dwyer's  broad  budget  decisions  was 
to  favor  above-ground  construction  projects  since  they  would  be  tan- 
gible evidence  of  the  work  of  his  administration.  The  effects  of  this 
decision  can  be  seen  in  the  current  budget  already.  Impellitteri  has 
continued  the  policy  that  no  employee  may  be  separated  from  municipal 
service  by  the  implementation  of  recommendations  for  improved  man- 
agement techniques.  This  led,  for  instance,  to  the  decision  to  "gradu- 
ally liquidate"  the  printing  plant  in  the  Fire  Department  because  no 
comparable  city  job  could  be  found  for  the  compositor  and  typesetter. 
A  study  by  the  Division  of  Analysis  had  recommended  abandoning  the 
printing  plant  for  more  economical  processes. 

The  Message  of  the  Mayor 

The  Administrative  Code  (sec.  121-1.0)  requires  that  "A  message 
of  comment  and  explanation  from  the  Mayor  shall  be  printed  together 
with  the  executive  budget."  The  message  and  the  budget  are  submitted 
to  the  Board  of  Estimate  and  the  City  Council  on  April  1  of  each  year. 
The  message  usually  is  about  40  pages  long,  and,  unlike  the  budget 
document,  is  printed  in  sufficient  quantity  to  indicate  that  it  is  intended 
for  rather  general  distribution.  Although  the  budget  examiners  are 
often  required  to  write  the  portions  of  the  message  having  to  do  with 
their  respective  departments,  the  message  is  in  fact  widely  considered 
as  a  policy  statement  of  the  Mayor. 

One  would  expect  the  budget  message  of  the  Mayor  to  present  for 
legislative  consideration  and  public  information  a  critical  discussion  of 
the  city's  sources  of  revenues  and  an  outline  of  the  results  to  be  ex- 
pected from  the  expenditures  recommended  for  each  of  the  programs 
and  services  to  be  carried  on  by  the  city  government.  One  would  also 
expect  the  Mayor  to  review  the  basic  continuing  budget  problems  facing 
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the  city  government,  to  indicate  the  programs  and  activities  which  he 
recommends  to  receive  particular  attention  in  the  ensuing  fiscal  year, 
and  to  explain  why  the  more  important  changes  in  the  budget  are  recom- 
mended. The  budget  message  of  the  Mayor  for  1951-52,  submitted 
April  2,  1951,  has  serious  weaknesses  on  each  of  these  counts. 

For  example,  in  connection  with  revenues,  the  summary  table  on 
the  first  page  of  the  message  does  almost  nothing  to  explain  to  the 
public  where  the  city  gets  its  money.  This  summary  itemizes  such 
minor  sources  as  "Revenue  from  Audit  of  G.  0.  Funds  (Education) 
$22,800,"  and  "Payable  from  Market  Revenues  $100,000."  However, 
lumped  together  in  the  General  Fund  total  are  such  important  tax 
sources  as  the  sales  tax,  which  may  produce  in  excess  of  $135  million; 
general  business  and  financial  taxes,  $64  million;  taxes  on  pari-mutuel 
pools,  $10  million;  utilities,  $8  million;  and  others. 

The  Mayor's  message  does  not  compare  the  amounts  estimated  for 
the  next  fiscal  year  from  the  real  estate  levy  and  from  the  General  Fund 
with  the  gross  current  receipts  or  with  revised  estimates  for  1950-51. 
Estimates  of  next  year's  revenues  are  compared  with  a  figure  which 
"reflects  the  Real  Estate  Taxes  and  the  General  Fund  Amounts  used 
in  the  Tax  Fixing  Resolution,  adopted  by  the  City  Council  for  the 
Fiscal  Year  July  1,  1950  to  June  30,  1951." 

Concerning  the  real  estate  tax,  the  most  important  single  source  of 
city  revenue,  the  Mayor's  comments  are  confined  almost  exclusively  to 
complaining  that  the  constitutional  limit  does  not  permit  the  real  estate 
levy  to  be  raised  to  a  "fair  share"  of  the  total  tax  revenue.  No  figures 
show  whether  the  collection  rate  is  at  a  high  level  and  whether  it  is 
rising  or  falling.  There  is  no  indication  of  the  amounts  collected  during 
the  past  year  or  to  be  collected  in  the  ensuing  year  from  the  current 
levy,  from  delinquencies,  and  from  tax  sales.  It  is  stated  that  the  in- 
crease of  $11,088,896  in  the  real  estate  levy  results  from  a  rise  in  the 
average  assessed  real  estate  valuation  but  there  is  no  indication  whether 
this  increase  in  valuations  is  due  to  new  construction  or  to  readjust- 
ments in  valuations  of  present  land  and  structures. 

No  breakdown  of  federal  and  state  aid  is  shown  which  would  indi- 
cate, for  instance,  to  what  extent  these  funds  are  already  dedicated  to 
specific  programs  when  received  by  the  city.  The  message  reiterates 
that  the  state  should  contribute  more.  But  there  is  scant  discussion  of 
the  problems  these  payments  create  in  program  and  fiscal  planning,  in 
financial  administration,  and  in  the  general  balance  and  desirability  of 
the  services  they  encourage. 

The  rise  in  the  rate  of  the  sales  tax  is  defended  at  some  length.  No 
mention  is  made  of  the  alternative  wage  tax  which  the  Mayor  belatedly 
urged  on  the  legislature  and  the  governor. 
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On  the  expenditure  side,  the  Mayor's  message  and  the  expense 
budget  document,  taken  together,  do  not  convey  to  the  public  a  bal- 
anced outline  of  the  services  and  activities  which  are  to  be  provided 
with  $1.3  billion.  The  message  is  largely  concerned  with  those  appro- 
priations which  are  to  be  substantially  higher.  No  mention  is  made  of 
the  results  to  be  expected  from  activities  requiring  rather  sizable  out- 
lays which  do  not  greatly  exceed  the  current  levels.  For  example,  the 
Department  of  Correction,  with  its  many  institutions,  is  not  mentioned 
in  the  Mayor's  message  because  its  recommended  appropriations  are 
not  much  higher  than  its  current  appropriations.  Reference  to  plans 
to  appoint  a  substantial  group  of  patrolmen  certainly  does  not  present 
a  balanced  view  of  the  whole  of  the  Police  Department's  activities.  An 
analysis  of  the  executive  budget  document,  presented  in  the  next  section 
of  this  report,  indicates  that  it  does  little  to  supplement  the  description 
in  the  Mayor's  message  of  the  activities  of  the  various  city  agencies. 

The  dollar  figures  in  the  summary  table  (p.  7)  seem  to  indicate 
that  financing  pension  contributions  is  a  serious,  continuing  budget 
problem  for  the  city  government  but  the  Mayor's  comments  hardly  treat 
it  as  such.  The  tables  in  the  message  indicate  that  more  is  appropriated 
for  pensions  than  for  the  Police  Department,  or  for  hospitals,  or  for  the 
Departments  of  Fire  and  Sanitation  together.  Between  1950-51  and 
1951-52,  the  increase  in  appropriations  for  pensions  will  exceed  the 
increase  in  the  appropriations  for  any  vital  service  (p.  8).  The  few 
lines  of  comment  devoted  to  pension  appropriations  state  that  the  in- 
crease in  contributions  to  actuarial  systems  is  due  to  more  liberal  bene- 
fits, higher  basic  salaries,  and  interest  deficits.  The  increase  in  contribu- 
tions to  non-actuarial  funds  is  said  to  be  due  to  a  large  number  of 
retirements.  No  figures  are  given  on  the  number  receiving  pensions  or 
the  adequacy  of  the  average  annual  pension.  No  figures  are  presented 
to  show  the  number  of  employees  covered;  nor  are  the  2,572  new  posi- 
tions proposed  in  the  budget  related  to  the  pension  picture.  No  sug- 
gestions are  made  to  the  legislative  bodies  as  to  future  policies  on 
pension  matters.  If  the  Mayor  feels  this  is  a  difficult,  continuing  budget 
problem,  his  comments  fail  to  convey  that  feeling. 

The  Mayor's  summary  (p.  8)  is  not  entirely  accurate  in  portraying 
the  changes  in  the  city's  services  that  the  public  may  expect  to  experi- 
ence during  the  next  year.  In  the  summary,  the  Mayor  lists  four  vital 
services  for  which  he  recommends  major  budgetary  increases;  hospitals 
$8  million;  education  $6  million;  charitable  institutions  $3  million; 
and  civil  defense  $3,600,000.  On  page  28,  the  Mayor  reveals  plans  for 
an  increase  in  the  expenditures  of  the  Police  Department  which  may 
well  rival  the  increase  in  appropriations  of  any  of  the  agencies  men- 
tioned in  the  summary.  The  current  budget  authorized  1,100  new  posi- 
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tions  in  the  police  force.  Due  to  the  exhaustion  of  the  entire  civil  service 
list  for  patrolmen  and  to  "abnormal  separations  from  service,"  the  force 
is  said  to  have  fallen  2,500  men  below  authorized  strength.  The  Mayor 
suggests  a  schedule  for  appointing  the  2,500  men  by  June  1,  1952.  This 
program,  if  carried  out,  will  substantially  increase  the  police  service 
available  to  the  public.  It  will  require  an  increase  in  expenditures  of 
perhaps  $6  million.  It  requires  no  increase  in  appropriations  since  the 
current  budget  carries  the  necessary  appropriations,  which  are  not  being 
spent  currently  for  this  purpose.  This  marked  increase  planned  in  police 
service  does  not  appear  in  the  Mayor's  summary  on  page  8  because  it 
was  not  revealed  by  a  comparison  of  next  year's  recommended  ap- 
propriations with  the  appropriations  of  the  current  year. 

The  message  is  weak  not  only  in  outlining  basic  budget  problems, 
and  indicating  the  services  that  are  to  be  expanded,  but  also  in  explain- 
ing why  certain  decisions  were  made.  Workload  and  unit  cost  figures  are 
indispensable  in  explaining  the  need  for  most  appropriations,  but  work- 
load figures  seldom  appear  in  the  Mayor's  message,  and  unit  cost  figures 
are  never  cited.  To  illustrate,  in  discussing  the  Police  Department  (pp. 
28-29) ,  the  message  states  that  the  Mayor  is  to  appoint  2,500  patrolmen 
and  that  345  motor  vehicles  are  to  be  purchased  next  year.  To  aid  the 
legislative  bodies  and  the  public  in  their  consideration  of  the  need  for 
these  men  and  vehicles,  one  would  expect  the  Mayor  to  cite  the  areas 
in  which  criminal  activities  have  risen  and  the  types  of  crime  involved 
and  to  relate  his  planned  appointments  to  the  areas  and  types  of  assign- 
ments requiring  attention.  The  average  cost  per  vehicle  seems  to  be 
just  under  $1,600,  but  the  net  cost  may  actually  be  less  if  some  or  all 
of  the  345  vehicles  are  replacements.  The  message  does  not  indicate 
whether  these  are  additional  vehicles  or  replacements.  Legislators  might 
wish  to  relate  recommended  additions  to  the  present  motor  fleet  to  areas 
where  geographical  coverage  has  proved  too  large,  or  the  number  of 
calls  so  frequent  as  to  interfere  with  patrol  duties.  When  the  budget  is 
submitted,  the  Mayor  should  be  able  to  present  data  showing  why  the 
men  and  automobiles  are  needed  and  to  what  activities  they  will  be 
assigned.  At  the  end  of  the  year,  the  legislative  bodies  and  the  public 
should  be  able  to  determine  if  the  assignments  were  carried  out  as 
planned. 

The  lack  of  specific  figures  is  apparent  throughout  the  message.  The 
increase  in  payments  to  charitable  institutions  is  due  to  the  "increase 
in  census,"  but  no  actual  census  figures  are  cited.  In  connection  with 
libraries,  the  statement  is  made:  "During  the  next  year  it  will  be  pos- 
sible, within  the  recommended  budget,  to  open  additional  branch 
libraries.  .  .  ."  How  many?  Where?  Additional  positions  are  provided 
in  the  Comptroller's  Office  due  to  an  "increased  volume  of  construction 
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work,  automotive  and  other  equipment  contracts,"  to  the  "backlog  of 
claims"  and  to  the  "lag"  in  the  settlement  of  cases.  No  figures  are  used 
to  define  "increased  volume,"  "backlog"  or  "lag."  The  discussion  of  the 
hospital  program  offers  no  figures  on  costs  per  patient  day  or  occupancy 
estimates.  Many  of  the  more  useful  figures  on  workloads,  case  loads, 
inmate  or  patient  populations,  and  cost  data  should  be  set  forth  in  the 
expense  budget  document.  The  absence  of  such  information  in  the 
expense  budget  makes  doubly  embarrassing  the  lack  of  its  use  in  the 
Mayor's  message. 

The  Mayor's  message  devotes  considerable  space  to  explanations 
that  might  not  be  necessary  if  actual  expenditure  data  were  presented 
in  the  expense  budget  for  comparison  with  recommended  appropriations. 
For  instance,  the  personal  service  codes  of  the  Department  of  Health 
indicate  a  substantial  number  of  positions  dropped,  seeming  to  indicate 
a  curtailment  of  health  services  offered  the  public.  The  Mayor's  message 
states  that  for  various  reasons  the  services  planned  when  the  current 
expense  budget  was  adopted  (and  perhaps  still  planned  when  the  lines 
were  amended  effective  March  1,  1951)  were  not  established  and  could 
not  be  established  within  the  next  year.  Since  the  services  were  never 
actually  offered  and  no  expenditures  were  made  for  them,  the  cut  in  the 
appropriations  as  shown  in  the  expense  budget  is  somewhat  misleading 
if  it  is  understood  to  represent  a  cut  in  expenditures  and  in  services. 

More  serious  is  the  condition  which  required  the  Mayor  to  deny 
a  budget  critic's  allegation  that  $50  million  could  be  saved  in  18  months 
through  salary  accruals  and  vacancy  control.  At  considerable  length,  the 
Mayor  explained  that  90  per  cent  of  the  budget  is  for  mandatory  items 
and  vital  services.  He  flatly  denied  that  the  huge  sum  mentioned  could 
be  saved  without  curtailment  of  these  vital  services.  But  his  message  also 
implies  that  accruals  are  accumulating  due  to  2,500  vacancies  in  the 
Police  Department.  On  page  26,  the  message  states  that  $1,100,000  of 
tax  levy  funds  were  transferred  during  the  current  year  to  cover  impend- 
ing deficits  in  payments  to  charitable  institutions.  On  page  35,  it  is 
noted  that  a  shorter  work  week  and  wage  adjustments  for  ferry  and  tug 
boat  crews  led  to  an  expenditure  of  just  over  $200,000  from  accruals. 
The  present  financial  reports  of  the  city  government  do  not  reveal  to  the 
legislative  bodies  or  to  the  public  what  happens  to  the  rather  sizable 
sums  which  are  obviously  not  spent  on  the  activities  for  which  the 
appropriations  were  originally  made.  A  clear  statement  from  the  Mayor 
of  the  amount  and  disposition  of  excess  accruals  of  the  past  year  might 
have  helped  to  clear  up  some  public  misunderstandings  and  to  allay 
public  suspicions.  He  might  even  have  recommended  changes  in  financial 
reports  made  to  the  public  so  that  meaningful  comparisons  of  appropria- 
tions and  actual  expenditures  for  a  given  year  may  be  made. 
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IV.  The  Budget  Document 

The  expense  budget  (called  the  "executive"  budget  when  presented 
to  the  Board  of  Estimate)  presents  the  financial  facts  and  figures  upon 
which  the  legislative  bodies  are  expected  to  base  their  budget  decisions. 
It  contains  the  data  which  the  public  is  to  use  in  debating  such  questions 
as  the  need  for  new  or  additional  services  and  taxes.  How  well  does  the 
budget  in  its  present  form  serve  the  legislative  branch  and  the  public  as 
an  informational  document  on  which  major  policy  decisions  are  to  be 
based?  What  type  of  information  does  it  give? 

Charter  Provisions 

Concerning  the  form  of  the  expense  budget,  the  Charter  (sec.  119) 
states  that  it  must  show  by  code  items  with  supporting  line  schedules 
the  appropriations  for  the  current  fiscal  year  as  modified  to  March  15, 
the  agency  requests,  the  appropriations  recommended  for  the  ensuing 
fiscal  year,  and  the  amount  by  wrhich  each  recommended  item  exceeds 
the  current  budget  as  modified.  The  budget  must  show  the  total  salary 
accruals,  the  estimated  cost  of  "regulated  salary  increments,"  other 
salary  increases  proposed,  and  new  positions.  The  budget  must  contain 
such  other  information  as  may  be  required  by  the  Board  of  Estimate 
or  by  law.  The  other  provisions  of  the  Charter  and  Code  relating  to  the 
form  and  content  of  the  budget  have  not  had  anything  like  the  far- 
reaching  effect  on  budgeting  in  the  city  that  the  provisions  outlined 
above  have  had. 

Codes  Defined 

The  codes  used  in  the  budget  and  in  nearly  all  city  accounting  are 
defined  by  the  Bureau  of  Accountancy  of  the  Comptroller's  Office.  The 
latest  published  revision  is  found  in  the  Manual  of  Expense  Accounts, 
July  1949. 

There  are  10  basic  groups  of  codes,  all  of  which  have  rather  detailed 
subdivisions.  For  instance,  the  personal  service  codes  are  divided  into 
three  groups:  salaries  and  wages,  professional  services,  and  fees,  com- 
missions, etc.  Salaries  and  wages  are  divided  into  nine  subdivisions;  pro- 
fessional services  into  three  subdivisions;  and  fees,  commissions,  etc., 
into  six  subdivisions. 

The  other  basic  groups  of  codes  are  listed  below  showing  the  number 
of  subdivisions  in  each  of  the  groups: 


THE  BUDGET  DOCUMENT 


69 


Code  Number 

1  Supplies    19 

2  Materials    3 

3  Equipment    18 

4  Contractual  Service  51 

5  Social  Welfare  and 

Contributions    19 


Code  Number 

6  Pensions   5 

7  Fixed    and  Miscel- 

laneous Charges   18 

8  Debt  Service  22 

9  Unallocated  Appro- 

priations   6 


The  usefulness  of  such  a  detailed  segregation  of  accounts  is  greatly 
lessened  by  the  fact  that  the  departments  and  the  Comptroller  authorize 
payments  for  purposes  which  apparently  do  not  conform  to  the  defini- 
tions set  up  in  the  Manual  of  Expense  Accounts.  For  instance,  the 
definition  for  code  006  "wages — regular  employees"  includes  the  fol- 
lowing: "Do  not  charge  to  this  account  payments  made  to  persons 
whose  wages  are  based  on  the  prevailing  rate  of  pay."  The  accounts 
show  that  in  connection  with  code  6609-006,  budget  notes  amounting 
to  $2,500,000  were  issued  to  meet  a  retroactive  prevailing  rate  decision. 


Supporting  Lines 

The  Budget  Bureau  determines  the  lines  used  in  supporting  the 
codes.  Under  the  personal  service  codes,  the  lines  are  long  lists  of  posi- 
tions by  civil  service  titles.  In  a  few  cases,  such  as  teachers,  policemen 
and  firemen,  and  street  sweepers  and  cleaners,  large  numbers  of  posi- 
tions are  grouped  on  one  line.  But  it  is  much  more  usual  to  have  one 
or  two  positions  to  a  line.  For  instance,  the  personal  service  code  of  the 
Bureau  of  the  Budget  consists  of  109  lines  to  cover  131  employees  in 
the  1951-52  budget. 

As  a  random  illustration  of  the  data  in  the  budget,  the  Bureau  of 
Welfare  Administration  in  the  Department  of  Welfare  shows  a  recom- 
mended total  appropriation  of  $15,903,760;  the  modified  current  budget 
shows  a  total  of  $17,310,215,  an  increase  of  $1,006,086  over  the 
budget  as  originally  adopted  last  year.  About  153  lines  are  devoted  to 
listing  positions  for  the  Bureau.  No  total  is  shown  for  the  number  of 
employees  authorized  for  the  current  year  or  for  the  number  recom- 
mended to  be  used  next  year.  An  actual  count  shows  20  lines  each 
labeled  "social  investigator."  Taking  the  necessary  figures  down  on  a 
pad,  one  finds  2,747  positions  are  recommended  for  next  year  in  these 
20  lines;  one  could  have  compared  the  number  with  the  number  of  those 
authorized  in  the  current  budget  had  one  taken  those  figures  down  too. 
A  single  line  recommended  1,171  positions,  another  had  811;  but  five 
lines  had  one  position  each,  two  had  two  positions  each,  and  four  lines 
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had  three  positions  each.  There  were  41  lines  each  designated  "clerk" 
and  23  listing  "stenographer."  Among  the  stenographers,  line  686  recom- 
mends that  five  be  paid  $3,670,  line  687  recommends  that  four  be  paid 
|39670,  line  688  recommends  that  14  of  15  be  paid  $3,670.  The  changes 
in  line  686  in  the  current  budget  since  its  adoption  show  that  three 
stenographers  were  transferred  from  line  686  to  line  685  with  a  salary 
raise  from  $3,670  to  $3,671.  The  five  remaining  received  a  cost  of 
living  increase  this  year  of  $250  and  no  additional  salary  increase  is 
recommended  during  the  coming  year. 

In  discussing  whether  this  type  of  data  represents  a  sound  basis  for 
decision  making  on  the  part  of  legislative  bodies  and  the  public,  we 
might  justifiably  ask,  do  lists  of  civil  service  titles  and  rates  of  pay 
indicate  what  activities  the  employees  are  engaged  in?  Does  the  number 
of  positions  recommended  for  authorization,  even  though  not  totaled, 
indicate  the  number  of  positions  that  will  be  filled  in  order  to  carry  on 
the  work  of  the  city?  Our  survey  indicates  that  the  civil  service  titles, 
the  salary  rates,  and  the  number  of  positions  are  not  very  realistically 
related  to  the  actual  operations  of  the  city. 

Civil  Service  Titles  Misleading 

The  civil  service  titles  listed  in  the  budget  often  do  not  reveal  what 
activities  are  carried  on  by  the  employees  in  the  positions.  A  substantial 
number  of  the  city's  employees  are  doing  work  other  than  what  their 
position  titles  seem  to  indicate.  For  instance,  in  the  Department  of 
Sanitation,  556  "Sanitation  Man  Class  'B'  and  Class  'C  "  (cleaners  and 
sweepers)  listed  in  the  1951-52  budget  will  be  working  "out  of  title." 
Two  hundred  thirty-four  of  these  men  will  be  clerks;  77  will  be  investi- 
gators; 60  will  be  auto  mechanics;  42  will  be  laborers;  others  will  be 
oilers,  photographers,  sheet  metal  workers,  telephone  operators,  and  so 
on.  Individual  lines  and  groups  of  titles  throughout  the  budget  are 
similarly  misleading. 

Civil  service  titles  are  often  barren  of  descriptive  value  even  when 
employees  are  not  working  "out  of  title."  For  instance,  in  the  Bureau 
of  the  Budget  24  lines  list  simply  "clerks."  Since  the  pay  ranges  from 
$2,110  to  $8,350,  it  is  reasonable  to  suppose  a  marked  difference  in 
responsibilities.  If  the  legislative  bodies  or  the  public  inquired  in  the 
Bureau,  they  would  find  that  the  "clerk"  receiving  the  highest  pay  is  a 
budget  examiner,  as  is  the  "clerk"  receiving  the  next  highest  amount. 
Thus  the  seven  lines  listing  "senior  budget  examiner"  and  the  14  lines 
listing  "budget  examiner"  do  not  indicate  the  size  of  the  budget  examin- 
ing force.  Close  study  of  the  budget  document  might  lead  one  to  guess 
that  the  Bureau  has  perhaps  13  or  14  persons  performing  management 
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studies.  The  Division  of  Analysis  is  not  specifically  identified  in  the 
budget.  It  has  some  44  budgeted  positions  of  which  about  30  are  filled. 
The  chief  of  the  division  is  listed  as  a  "senior  accountant,"  a  title  which 
also  includes  the  chief  budget  examiner,  the  budget  examiner  for  the 
Department  of  Correction,  and  several  men  in  the  Division  of  Analysis. 
The  assistant  to  the  chief  of  the  Division  of  Analysis  is  listed  as  a 
"budget  examiner." 

Where  the  position  titles  are  non-descriptive  or  are  divorced  from 
the  services  performed,  the  public  and  the  legislative  bodies  have  dif- 
ficulty interpreting  increases  or  decreases  in  appropriations.  For  in- 
stance, would  an  increase  in  "clerk"  positions  in  the  Bureau  of  the 
Budget  signify  more  help  for  routine  tasks,  additional  assistance  to 
budget  examiners,  or  an  expansion  in  the  activities  of  the  Division  of 
Analysis?  The  budget  document  in  its  present  form  would  not  give 
the  answer. 

The  lack  of  relationship  between  civil  service  titles  and  the  actual 
duties  of  the  positions  is  partly  due  to  a  city-wide  personnel  practice 
encouraged  by  the  Bureau  of  the  Budget.  If  a  supervisory  position  is 
vacated  and  the  man  promoted  to  that  position  is  in  the  lower  end  of 
the  pay  scale  within  his  own  grade,  it  is  customary  for  the  Budget  Direc- 
tor to  withhold  for  the  time  being  his  approval  of  a  promotional  exami- 
nation. If  the  man  proves  he  can  handle  the  new  duties,  he  may  receive 
meritorious  increments  each  year.  When  he  reaches  the  top  pay  for 
his  grade,  a  promotional  examination  may  be  approved  by  the  Budget 
Bureau.  In  the  meantime,  his  civil  service  title  may  not  reflect  the 
actual  duties  of  the  position. 

Pay  Responsibility  Not  Always  Related 

Variations  in  salary  levels  for  positions  with  the  same  title  give  some 
hint  that  the  duties  performed  are  different,  even  if  it  is  not  always 
clear  to  the  public  and  the  legislative  officials  what  the  duties  are.  The 
range  in  the  salaries  of  "clerk"  titles  in  the  Bureau  of  the  Budget  has 
been  mentioned.  In  the  Department  of  Parks,  39  general  park  foremen 
receive  salaries  ranging  from  $4,150  to  $4,390,  while  one  general  park 
foreman  receives  $4,900.  The  latter  actually  supervises  park  operations 
involving  considerably  more  responsibility  than  the  other  general  park 
foremen.  In  this  case  the  difference  in  pay  gives  the  clue.  But  in  the 
same  department  a  recent  replacement  of  an  assistant  borough  director 
created  a  chain  of  promotions  reaching  down  to  the  supervisor  of  a  golf 
course  and  the  director  of  a  parking  lot.  The  executive  officer  of  the 
Parks  Department  in  conference  with  the  budget  examiner  agreed  on 
which  men  should  be  promoted.  They  also  agreed  that  the  men  would 
take  on  their  added  duties  without  increases  in  pay  during  the  first  six 
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months  or  a  year.  Pay  increases  would  come  when  they  had  proved 
their  ability  to  handle  their  new  positions.  A  somewhat  similar  series  of 
events  has  developed  involving  a  district  supervisor  position  in  the 
Department  of  Sanitation.  Thus,  neither  the  titles  nor  the  pay  scales 
shown  in  the  budget  are  reliable  measures  of  the  duties  and  responsi- 
bilities of  the  positions  they  represent. 

Indicated  Number  of  Positions 

A  salary  line  in  the  executive  budget  shows  the  appropriation  as  a 
multiple  of  the  stated  number  of  positions  and  the  indicated  annual 
salary  rate.  As  has  been  indicated  in  connection  with  the  preparation 
of  the  budget,  this  does  not  necessarily  represent  the  number  of  people 
or  man  years  which  the  agency  will  command  during  the  year  in  carry- 
ing out  its  activities.  The  budget  shows  the  amount  of  the  required 
accrual,  a  virtually  meaningless  figure  in  the  case  of  nearly  every 
major  department.  The  budget  does  not  show,  nor  does  any  other  pub- 
lished report,  the  amount  of  further  accruals  accumulated  through  the 
refusal  of  the  Budget  Director  to  approve  requests  of  the  departments 
for  filling  vacancies.  In  the  case  of  such  departments  as  Parks  and 
Sanitation,  the  funds  accumulated  through  the  enforced  vacancies  may 
equal  the  annual  pay  of  from  100  to  200  employees.  The  public  and  the 
legislative  bodies  may  thus  not  get  from  the  budget  an  accurate  idea  of 
the  personnel  which  will  actually  be  allowed  each  department  and 
agency  to  carry  on  its  work. 

A  long  list  of  civil  service  titles,  salary  rates,  and  positions  which 
is  not  closely  related  to  the  actual  activities  of  each  city  agency  does 
not  seem  to  present  a  very  sound  set  of  data  to  offer  legislative  bodies 
and  the  public  to  use  for  decision-making  purposes. 

Sub-headings  Not  Related  to  Activities 

In  most  major  department  appropriations,  sub-headings  are  used  in 
the  budget  to  group  certain  personal  service  schedules  together.  How- 
ever, the  manner  in  which  it  is  done  limits  the  value  of  the  information. 
In  the  Department  of  Hospitals,  certain  personal  service  codes  are  classi- 
fied by  institution,  such  as  Bellevue  Hospital,  Harlem  Hospital,  and  so 
on.  But  this  does  not  necessarily  indicate  the  cost  of  personal  services 
at  these  institutions.  The  1951-52  recommendations  of  the  Mayor  show 
over  $43.2  million  for  nurses  and  other  attendants  at  all  hospitals  and 
institutions  lumped  together  in  code  6843. 

In  the  Department  of  Sanitation  the  appropriations  relating  to  the 
three  major  operations — sweeping  and  cleaning,  collection,  and  disposal 
— are  not  shown  separately  in  the  budget.  Sub-headings  segregate  the 
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personal  service  codes  of  the  Bureau  of  Street  Cleaning  and  Waste  Col- 
lection, and  of  the  Bureau  of  Waste  Disposal,  but  about  60  per  cent 
of  the  personal  service  costs  of  these  activities  are  appropriated  for 
under  a  separate  heading,  "wages  regular  employees,"  code  6609. 

Sub-headings  of  this  type  apply  only  to  personal  service  codes; 
other-than-personal  service  codes  show  the  total  appropriation  for  the 
entire  department  or  agency.  For  instance,  the  personal  service  codes 
of  the  Department  of  Hospitals  identify  such  institutions  as  the  Francis 
Delafield  Hospital  (cancer)  and  Neponsit  Beach  Hospital  (tuber- 
culosis). But  the  appropriations  for  medical  supplies,  food,  equipment, 
repairs,  etc.,  of  these  institutions  are  not  shown  separately  but  are  in- 
cluded in  the  appropriations  for  the  enitre  hospital  system.  The  Mayor's 
message  stressed  the  Home  Care  Program  and  the  Physical  Medicine 
Program.  His  budget  specifies  under  each  institution  certain  personal 
service  codes  connected  with  these  programs ;  but  the  related  appropria- 
tions for  medical  supplies,  motorized  equipment,  and  other  items  are 
included  unsegregated  in  departmental  totals.  Thus,  although  the  Mayor 
is  asking  for  legislative  and  public  approval  of  expansion  of  these  pro- 
grams, the  budget  document  does  not  show  their  present  or  expanded 
costs.  Should  the  legislative  bodies  object  to  the  expansion  of  these  or 
other  programs,  the  members  would  have  before  them  the  personal  serv- 
ice codes  involved  but  not  the  related  amounts  included  in  other-than- 
personal  service  codes. 

Under  the  Department  of  Parks,  the  Mayor's  message  (p.  32) 
proudly  describes  the  facilities  of  the  St.  Mary's  Recreation  Center 
recently  opened  in  the  Bronx.  We  understand  that  if  this  facility  proves 
a  success,  city  officials  would  like  to  open  six  more  similar  to  it.  Im- 
portant as  this  activity  is  to  the  Mayor's  future  plans,  it  is  not  identified 
in  the  budget  and  the  employees  operating  it  are  scattered  through  sev- 
eral personal  service  codes. 

The  sub-headings  used  in  the  budget  document  are  of  little  or  no 
value  to  the  legislative  bodies  and  the  public  in  relating  the  recom- 
mended appropriations  to  the  activities  and  services  carried  on  by  the 
city  government.  As  a  practical  result,  legislative  bodies  seldom  cut  in- 
dividual lines  or  specific  activities.  For  instance,  the  Board  of  Estimate, 
in  passing  the  budget  for  1951-52,  on  April  26,  1951,  made  deductions 
in  the  personal  service  codes  of  five  major  departments  by  simply  rais- 
ing the  required  accruals.  Although  this  means  that  these  departments 
are  allowed  a  total  of  perhaps  300  fewer  positions,  no  adjustments  were 
made  in  the  related  codes  covering  supplies,  equipment,  materials,  etc. 
The  amounts  by  which  the  Board  of  Estimate  cut  the  personal  service 
codes  of  the  five  departments  by  increasing  the  required  accruals  are  as 
follows: 
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Department  of  Hospitals  $  500,000 

Police  Department    200,000 

Fire  Department    200,000 

Department  of  Health    100,000 

Department  of  Sanitation    100,000 


$1,100,000 

The  administrators  of  the  departments  and  the  budget  examiners 
have  realized  the  need  for  basing  administrative  decisions  on  cost 
figures  for  individual  activities.  The  expense  accounting  of  the  Depart- 
ment of  Sanitation  is  designed  to  show  by  boroughs  the  total  and  unit 
costs  of  sweeping  and  cleaning,  of  collection,  and  of  final  disposition. 
The  expense  accounting  records  of  the  Department  of  Correction  show 
for  each  of  its  institutions  the  costs  of  administration,  food,  custodial 
help,  motorized  equipment,  and  so  on.  Per  capita  costs  are  computed 
where  meaningful.  For  instance,  per  capita  food  costs  vary  considerably 
according  to  type  of  inmate.  But  the  present  budget  document  neverthe- 
less asks  the  legislative  bodies  and  the  public  to  make  their  decisions  on 
statistical  data  entirely  different  in  character  from  the  information  on 
which  administrative  budgetary  decisions  have  been  based. 

Revenue-  and  Nonrevenue-Producing  Park  Facilities 

The  budgetary  division  between  revenue-producing  and  nonrevenue- 
producing  facilities  in  the  Department  of  Parks  does  not  reflect  accu- 
rately administrative  plans  or  actual  expenditures. 

The  expense  budget  separates  the  revenue-producing  from  the  non- 
revenue-producing  facilities  of  the  Department  of  Parks.  Revenue-pro- 
ducing facilities  include  swimming  pools  and  bath  houses,  bathing 
beaches,  golf  courses,  tennis  courts  and  athletic  stadia.  Over  the  past  sev- 
eral years  a  statement  has  been  included  in  the  expense  budget  regarding 
the  revenue-producing  facilities  to  the  effect  that  their  costs  are  to  be 
met  out  of  the  estimated  revenues  from  the  facilities  payable  into  the 
General  Fund.  The  statement  also  says,  "No  expenditures  in  excess  of 
the  above  net  appropriations  for  Revenue-Producing  Recreational  Facili- 
ties shall  be  incurred  except  to  the  extent  of  additional  revenues  and 
upon  the  approval  of  the  Board  of  Estimate." 

In  1949-50,  the  appropriation  for  the  revenue-producing  facilities 
was  $1,455,149.77  and  the  estimated  revenues  $1,460,150.  The  account- 
ing records  of  the  department  show  that  in  1949-50,  slightly  more  than 
$2  million  was  spent  on  these  facilities.  The  department  states  that  about 
every  two  or  three  years  the  golf  courses  and  the  beaches  need  a 
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thorough  overhauling  even  though  they  have  received  good  care  each 
year.  In  the  spring  of  1950  before  the  facilities  were  thrown  open  to  the 
general  public,  the  department  cleaned  up  and  overhauled  the  golf 
courses,  beaches  and  certain  other  facilities,  using  men  normally  as- 
signed to  other  facilities  throughout  the  city.  Their  additional  work  was 
worth  about  $700,000.  About  $185,000  over  the  amount  carried  in  the 
budget  was  spent  on  the  golf  courses;  and  about  $380,000  in  addition 
to  what  the  budget  shows  was  spent  on  the  beaches. 

In  this  case,  the  expense  budget  does  not  reflect  the  actual  work 
being  done  in  the  department  even  though  the  activity  is  a  recurrent  one 
and  not  an  emergency.  The  departmental  requests  do  not  hint  at  this 
overhauling.  The  Mayor's  recommendations  do  not  provide  for  it.  Nor 
is  this  reallocation  of  the  resources  of  the  department  given  any  recogni- 
tion in  using  1949-50  figures  in  the  expense  budget  for  comparison  with 
the  proposed  appropriations  for  1950-51. 

The  budget  examiner  stated  to  us  that  the  real  purpose  of  the  above 
quoted  limitation  in  the  budget  is  to  prevent  the  Parks  Commissioner 
from  lowering  the  fees  at  the  various  facilities.  If  the  Board  of  Estimate 
believes  that  the  power  to  set  fees  should  not  lie  with  the  Parks  Com- 
missioner but  should  be  exercised  by  itself  or  the  Budget  Director,  it 
should  take  the  necessary  action  to  bring  this  change  about. 

The  administration  of  the  revenue-  and  nonrevenue-producing  facili- 
ties has  been  largely  integrated  in  actual  practice.  Men  and  equipment 
are  freely  transferred  from  one  type  of  facility  to  the  other  by  borough 
directors.  The  same  storehouse  in  each  borough  issues  supplies  to  both 
types  of  facility.  Since  the  separation  of  revenue-  and  nonrevenue-pro- 
ducing facilities  in  the  budget  does  not  represent  the  administrative 
practices  of  the  department,  the  two  types  of  facilities  need  no  longer 
be  grouped  separately  in  the  budget. 

Appropriations  Not  Compared  with  Expenditures 

There  is  no  comparison  of  the  Mayor's  proposed  appropriations 
with  the  actual  expenditures  of  any  prior  year.  To  indicate  whether  the 
cost  of  a  service  or  activity  is  higher  or  lower  than  in  the  past,  and  to 
measure  the  extent  of  the  change,  it  is  customary  in  nearly  all  govern- 
ment budgets  to  compare  the  proposed  appropriations  with  expenditures 
in  one  or  more  prior  years. 

The  City  Charter  as  adopted  at  the  General  Election  held  Novem- 
ber 3,  1936,  provided  for  comparing  appropriations  with  expenditure 
data,  as  is  indicated  in  the  following  quotation : 

"119.  The  executive  budget  shall  be  in  such  form  as  to 
show  clearly  for  purposes  of  comparison: 
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"1.  The  appropriations  for  the  preceding  fiscal  year  by 
code  items  with  supporting  line  schedules,  with  modifications 
thereof  indicated  and  unencumbered  balances  shown." 

This  provision  was  stricken  from  the  Charter  by  the  Council  in  Local 
Law  No.  35,  effective  July  2,  1942. 

Comparison  of  Actual  Expenditures,  1949-50,  and  the  Current  Budget  as 
Modified    to    March    15,    1950,    for    the    Personal  Service 
Codes  of  the  Department  of  Sanitation,  City  of  New  York 


Excess  of 
Modified 

1949-50  Budget  Actual  Budget  over 

as  Modified  to        Expenditures  Actual 
Code  Division  March  15,  1950  1949-50  Expenditures 


6601  Executive   $  121,950.00  $     120,312.31  $  1,637.69 

6602  Administration    468,160.00  441.644.94  26,515.06 

6603  Medical  and  Labo- 

ratory   116,290.00  113,779.57  2,510.43 


6604  Bureau   of  Street 

Cleaning  and 

Waste  Collection   4,277,070.00       4,205,107.63  71,962.37 

6605  Division  of  Inspec- 


tion   47,220.00  44,254.65  2,965.35 

6606  Bureau    of  Plant 

Management    201,810.42  187,161.97  14,648.45 

6607  Bureau  of  Motor 

Equipment   2,856,413.50  2,825,574.03  30,839.47 

6608  Bureau   of  Waste 

Disposal    1,696,610.88  1,663,166.01  33,444.87 

6609  Sweeping,  Collec- 

tion   and  Dis- 
posal Force    33,209,055.00  33,058,138.16  150,916.34 

6610  Wages  Mechanics' 

Work    2,135,136.20  2,100.685.73  34,450.47 

Total    Personal  Service 

Codes   $45,129,716.00  $44,759,825.00  $369,891.00 


Source:  Executive  Budget  for  the  Fiscal  Year  1950-1951;  and  the  accounts 
of  the  Department  of  Sanitation. 


The  executive  budget  compares  the  Mayor's  proposed  appropriations 
with  the  current  budget  as  modified  to  March  15.  The  current  budget 
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as  modified  to  March  15  does  not  represent  the  actual  expenditures 
made  in  the  current  year.  As  an  illustration,  for  the  10  personal  service 
codes  of  the  Department  of  Sanitation,  the  actual  expenditures  in 
1949-50  and  the  budget  as  modified  to  March  15  of  that  year  are  com- 
pared in  the  accompanying  table  on  page  76.  In  these  10  codes  alone 
the  modified  budget  was  higher  than  the  actual  expenditures  by  nearly 
$370,000. 

The  executive  budget  for  1950-51  stated  that  the  Mayor  recom- 
mended a  decrease  amounting  to  $22,643.50  in  code  6607,  the  Bureau 
of  Motor  Equipment;  his  recommendation  actually  called  for  a  small 
increase  of  $8,196  over  the  prior  year's  expenditures.  Similarly,  the 
Mayor's  recommendation  of  an  increase  in  code  6604  of  $10,350  meant 
an  increase  of  $82,312  over  the  actual  expenditures  of  the  prior  year. 
Every  one  of  the  10  codes  is  affected. 

The  accounts  of  the  Department  of  Sanitation  show  that  appropria- 
tions in  the  past  two  years  for  repair  of  motorized  equipment  have  been 
about  $150,000  less  than  the  amount  spent.  We  were  told  this  has  been 
true  consistently  in  each  of  the  past  10  years.  The  amounts  recommended 
by  the  Budget  Director  for  appropriation  have  been  habitually  low  in 
the  case  of  materials  to  repair  buildings  and  tug  boat  repairs,  together 
totaling  about  $70,000  yearly.  Certain  other  codes  are  somewhat  over- 
estimated. 

V.  Budget  Administration 

In  administering  the  budget,  the  Budget  Bureau  concerns  itself 
chiefly  with  transfers  from  line  to  line  and  with  the  accumulation  of 
funds,  through  vacancy  control  and  control  of  expenditures  for  equip- 
ment, to  be  used  for  expenditures  not  provided  for  in  the  budget  as 
originally  passed.  This  system,  made  necessary  by  the  extreme  rigidity 
of  the  line-item  budget,  has  in  operation  resulted  in  substantial  and 
continuous  changing  of  the  budget  as  originally  adopted.  A  tremendous 
amount  of  paper  work  is  required  to  operate  the  modification  and  con- 
trol system.  It  has  involved  the  Budget  Director  and  his  examiners  in  a 
great  number  of  detailed  investigations  and  decisions. 

Each  budget  examiner  and  engineer  is  responsible  for  administering 
the  same  codes  that  he  deals  with  at  the  time  the  budget  is  prepared. 
Similarly,  in  the  departments,  both  personnel  divisions  and  accounting 
divisions  are  involved  in  the  request  and  control  procedures. 

Modifications  and  Transfers 

When  a  department  wants  to  modify  an  appropriation  line  or  to 
transfer  funds  from  one  line  to  another,  it  sends  a  request  to  the  Budget 
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Director.  The  request  states,  in  the  case  of  personal  services,  the  code, 
line,  position  titles,  rates  of  pay,  and  the  total  amount  appropriated  as 
these  are  shown  in  the  current  budget  and  as  the  proposed  change  would 
have  them.  The  reason  for  the  change  is  briefly  stated.  The  request  is 
referred  to  the  budget  examiner.  He  investigates  the  request  and  submits 
in  a  written  report  to  the  Budget  Director  his  findings  and  recommenda- 
tions as  to  its  approval.  If  the  Budget  Director  approves  the  change,  a 
modification  resolution  is  drawn  up  for  action  by  the  Board  of  Estimate, 
which  generally  follows  the  recommendation  of  the  Budget  Director. 

The  Secretary  of  the  Board  of  Estimate  sends  a  copy  of  each  ap- 
proved modification  to  the  department  concerned  and  to  the  Budget 
Bureau.  The  clerk  in  charge  of  the  service  section  of  the  Budget  Bureau 
is  responsible  for  keeping  a  record  of  all  modifications  of  the  budget 
for  the  Budget  Director.  Some  of  the  budget  examiners  use  this  record 
and  some  keep  their  own  lists  of  the  modifications  and  transfers 
affecting  their  departments. 

In  preparing  the  budget  recommendations,  all  transfers  and  modi- 
fications in  the  current  budget  up  to  March  15  are  taken  into  account. 
However,  after  that  date  and  up  to  the  middle  of  June,  there  may  be 
modifications  in  the  current  budget  which  will  need  to  be  carried  into 
the  budget  for  the  next  fiscal  year.  For  instance,  a  modification  or 
transfer  that  results  in  increasing  the  pay  of  one  or  more  employees  on 
a  given  line  usually  means  that  the  increased  rate  will  be  continued  in 
the  budget  of  the  succeeding  year.  Late  in  June  the  Budget  Bureau 
draws  up  for  passage  by  the  Board  of  Estimate  early  in  July  a  modi- 
fication resolution  which  will  make  effective  in  the  budget  for  the  new 
year  the  modifications  and  transfers  made  in  the  old  budget  after  March 
15  and  which  must  be  continued  in  the  new  budget. 

The  time  and  effort  involved  in  following  this  procedure  for  some 
6,000  modifications  and  transfers  each  year  are  evident. 

The  power  to  reject  modifications  and  transfers  gives  the  Budget 
Director  a  strong  voice  in  certain  types  of  departmental  administrative 
decisions.  For  instance,  this  power  was  reportedly  used  by  the  Budget 
Bureau  in  the  spring  of  1951  to  hold  up  for  several  months  a  proposed 
reorganization  of  the  Fire  Department  by  its  newly  appointed  Com- 
missioner because  his  proposals  varied  in  important  respects  from  the 
organizational  structure  recommended  in  a  study  made  by  the  Budget 
Bureau's  Division  of  Analysis. 

Transferring  Excess  Accruals 

The  process  of  estimating  required  accruals  in  such  a  way  as  to 
provide  excess  funds  has  been  described  in  the  section  on  budget 
preparation.  The  procedure  for  transferring  these  excess  accruals  from 
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one  code  or  line  to  another  in  the  same  agency  is  similar  to  the  pro- 
cedure followed  with  any  transfers  or  modifications. 

When  a  department  finds  it  needs  more  money  in  a  code,  it  sends 
a  request  to  the  Budget  Director.  The  request,  like  a  transfer  request, 
states  the  code,  line,  position  titles,  rates  of  pay,  and  the  total  amount 
appropriated  as  these  are  shown  in  the  current  expense  budget  and  as 
the  proposed  change  would  have  them.  The  reason  for  the  change  is 
briefly  stated.  The  request  is  referred  to  the  budget  examiner  of  the 
department  who  investigates  and  submits  in  a  written  report  to  the 
Budget  Director  the  reasons  for  the  department's  request,  often  includ- 
ing work  load  figures.  If  the  examiner  recommends  that  the  change  be 
made,  he  will  contact  the  departmental  accounting  office  and  find  out 
in  which  codes  excess  accruals  have  accumulated.  His  report  to  the 
Budget  Director  will  indicate  where  the  money  may  be  found  for  the 
change.  If  the  Budget  Director  approves,  a  modification  resolution  is 
drawn  up  for  action  by  the  Board  of  Estimate. 

Transferring  accruals  between  departments  during  the  year  is 
accomplished  usually  through  the  "Fund  for  Salary  and  Wage  Accruals 
to  be  Expended  as  Provided  in  the  Budget  Resolutions." 

The  "Fund  for  Salary  and  Wage  Accruals"  is  opened  each  year  under 
code  98-009  with  an  appropriation  of  one  dollar.  At  periodic  intervals 
during  the  year,  the  Comptroller  transfers  to  it  each  code's  accruals  in 
excess  of  its  required  accruals.  During  1949-50,  for  example,  the  Board 
of  Estimate  approved  transfers  into  code  98-009  totaling  $4,043,971.77, 
as  follows: 

Resolution  Affecting  Accruals  Amounts  Transferred 

Date  of  These  Months  to  Code  98-009 

February  9, 1950  July  1, 1949  to  December  31, 1949  $  1,001,097.35 

April  27, 1950  January  and  February  1950  1,044,000.35 

May  26, 1950  March  and  April  1950  1,277,953.68 

September  14, 1950  May  and  June  1950  720,920.39 

After  the  end  of  the  year  accruals  are  transferred  between  departments 
directly  without  passing  through  the  accrual  account.  The  Board  of 
Estimate  resolution  of  January  25,  1951,  Cal.  No.  188-D,  passed  seven 
months  after  the  end  of  the  1949-50  fiscal  year,  transferred  $1,469,- 
437.30  out  of  personal  service  codes.  Of  this  amount,  $255,500.25  went 
into  other  personal  service  code  and  $1,213,887.05  went  to  meet  deficits 
in  non-personal  service  codes.  (The  transfers  of  the  Department  of 
Education  virtually  balanced  and  are  excluded  from  these  figures.)  The 
principal  sources  of  funds  transferred  in  this  resolution  were  the 
Department  of  Hospitals  ("for  new  activities"  $690,000;  "fees  for 
nurses,  visiting"  $262,802.05)    and  the  Department  of  Sanitation 
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i  'tyages,  sweeping,  collection  and  disposal  forces"  $220,000).  The  same 
resolution  transferred  under  Cal.  No.  188-C  an  additional  $127,065.28 
from  the  same  code  of  the  Department  of  Sanitation  to  judgments  and 
claims,  code  9800-905. 

These  figures  total  $6.6  million.  If  the  experience  of  recent  years  is 
a  guide,  there  may  be  another  $0.4  million  still  available  for  transfer 
even  after  the  resolution  of  January  25,  1951.  The  indicated  figure  of 
$7  million,  derived  entirely  from  published  sources,  probably  is  a  very 
conservative  estimate  of  the  funds  transferred  from  the  appropriations 
as  originally  authorized  to  other  accounts  and  activities,  oftentimes  of 
an  entirely  different  nature.  At  the  time  the  budget  is  being  considered, 
public  attention  is  called  to  the  amount  and  distribution  of  the  funds 
held  to  be  necessary.  During  the  year  and  long  after  the  end  of  the 
fiscal  year,  when  public  attention  is  directed  elsewhere,  countless  changes 
aggregating  a  sizable  amount  are  made  in  the  original  authorized  plan 
to  meet  expenditures  not  originally  contemplated.  Moreover,  the  City 
Council,  the  body  repeatedly  referred  to  by  the  framers  of  the  Charter 
as  "vested  with  the  entire  legislative  power  of  the  City,"  considers  the 
budget  at  the  time  of  its  adoption,  but  it  is  not  permitted  to  pass  on  the 
many  important  revisions  made  in  the  budget  during  the  year  or  after 
the  end  of  the  year. 

We  were  told  that  there  are  some  1,800  accrual  transfers  a  year.  To 
aid  in  the  problem  of  control  the  Budget  Director  receives  from  each 
agency  a  monthly  report  of  the  amount  of  accruals  in  each  personal 
service  code. 

It  is  apparently  not  uncommon  to  transfer  funds  out  of  codes  which 
will  later  show  deficits  or  need  replenishment  before  the  end  of  the 
year.  Conversely,  transfers  are  often  made  into  codes  which  will  have 
substantial  surpluses  at  the  end  of  the  year. 

The  accounts  of  the  Department  of  Sanitation  for  the  fiscal  year 
1949-50  show  that  seven  of  the  ten  personal  service  codes  received 
money  from  code  98-009,  the  salary  accrual  fund.  Six  of  these  seven 
codes  were  also  transferring  money  into  the  salary  accrual  fund  during 
the  year.  In  three  of  the  six  codes,  the  unencumbered  balance  at  the  end 
of  the  year  exceeded  the  amount  received  from  98-009,  the  salary 
accrual  fund.  For  instance,  code  6604,  the  Bureau  of  Street  Cleaning 
and  Waste  Collection,  received  $10,000  during  the  year  from  code 
98-009;  it  transferred  $33,716  to  98-009  during  the  year  and  on  June  30 
had  an  unencumbered  balance  of  $34,356.37.  The  Board  of  Estimate 
resolution  of  January  25,  1951,  transferred  $35,000  out  of  the  code. 

The  seven  codes  received  $725,028.30  from  code  98-009  during  the 
year.  Of  this  $389,865  was  to  pay  500  men  for  three  months  while  a 
high  proportion  of  the  regular  employees  were  on  summer  vacation  or 
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ill;  another  $205,000  was  for  Sunday  pay  for  emergency  work  after  a 
severe  wind  storm  had  littered  the  streets  with  fallen  trees  and  debris. 
The  department  transferred  $191,887  to  the  salary  accrual  fund  98-009 
before  June  30.  It  had  unencumbered  balances  of  $456,287  at  that  time, 
of  which  a  net  amount  of  $321,860.60  was  transferred  out  of  these 
codes  in  the  January  25,  1951,  resolution  of  the  Board  of  Estimate.  The 
department  gained  about  $76,000  more  from  the  salary  accrual  fund 
and  other  departments  than  was  transferred  out  of  its  own  codes. 

Vacancy  Control 

The  amount  needed  from  accruals  to  meet  expenditures  not  pro- 
vided for  in  the  original  budget  nearly  always  exceeds  the  amount  of 
excess  accruals  which  would  accumulate  from  normal  turnover  in  per- 
sonnel, leaves,  and  so  forth.  Moreover,  it  is  customary  to  begin  making 
expenditures  from  the  salary  accrual  fund,  code  98-009,  early  in  the 
year  before  any  excess  accruals  are  available. 

However,  the  amount  of  accruals  can  be  increased  by  the  Budget 
Director.  Before  a  department  may  fill  a  vacancy  it  must  request  and 
receive  a  certificate  from  the  Budget  Director.  By  withholding  for  one 
or  more  pay  periods  the  right  to  fill  a  vacancy,  the  Budget  Director  can 
force  the  accumulation  of  the  necessary  amount  of  accruals. 

The  Budget  Director  refers  to  the  budget  examiner  the  departmental 
request  for  a  certificate  to  fill  a  vacancy.  The  examiner  investigates  the 
request  and  if  he  feels  that  the  vacancy  must  be  filled  promptly,  he 
reports  his  findings  and  recommendation  to  the  Budget  Director.  To  aid 
the  budget  examiner  in  vacancy  control,  the  department  must  submit  a 
vacancy  report  every  three  months  showing  the  number  of  positions 
allowed  in  the  budget,  the  number  of  active  positions,  the  number  on 
leave,  and  the  number  vacant. 

This  vacancy  control  system  divides  administrative  authority  and 
encourages  "buck  passing."  For  instance,  the  Fire  Department  insists 
that  it  lost  over  $100,000  in  fees  that  could  not  be  collected  by  its 
Bureau  of  Combustibles  because  the  Budget  Bureau  held  up  approval 
of  vacancy  certificates. 

There  are  reports  from  several  departments  and  agencies  to  the  effect 
that  the  Budget  Bureau  uses  coercively  its  powers  of  approving  vacancy 
certificates,  promotions,  and  pay  raises  accompanying  promotions. 
Budget  examiners  talk  openly  of  "rewarding"  the  Department  of  Cor- 
rection for  its  "co-operation"  with  the  Budget  Bureau.  The  department 
receives  prompt  action  on  vacancy  requests  and  has  been  given  some 
blanket  certificates  permitting  it  to  fill  vacancies  as  they  occur  in  certain 
job  titles.  The  Department  of  Parks  reports  that  supervisory  salaries 
which  were  uneconomically  low  until  about  three  years  ago  are  now 
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being  brought  into  line  and  that  essential  positions  can  be  filled  within 
about  a  month  in  case  of  vacancy.  If  there  is  to  be  a  promotion  into 
any  supervisory  position,  the  executive  officer  of  the  Parks  Department 
confers  with  the  budget  examiner  and  together  they  agree  on  which 
man  should  be  promoted  and  what  the  pay  arrangement  should  be  be- 
fore any  request  is  made  to  the  Budget  Bureau.  The  Department  of 
Sanitation  reports  that  it  does  not  confer  with  the  budget  examiner 
about  which  man  should  be  promoted  or  the  amount  of  the  related  pay 
raise  prior  to  sending  a  request  to  the  Budget  Bureau.  The  Executive 
Assistant  to  the  Commissioner  complains  strongly  about  the  number 
of  personal  trips  each  year  that  must  be  made  by  the  Commissioner  and 
himself  to  the  office  of  the  Budget  Director  in  order  to  get  action  on 
vacancy  certificates,  promotions,  and  related  raises.  The  Fire  Depart- 
ment is  also  one  spoken  of  as  "not  co-operating." 

Personnel 

Recommendations  of  the  Municipal  Civil  Service  Commission  con- 
cerning job  description  and  promotional  examinations  must  receive  the 
approval  of  the  Budget  Director.  The  Director  refers  recommendations 
for  promotional  examinations  received  from  the  Commission  to  the 
budget  examiner  concerned  with  the  department  affected.  The  budget 
examiner's  observations  and  opinion  go  to  the  examiner  for  the 
Department  of  Parks  since  this  examiner  is  said  to  have  a  long  back- 
ground in  dealing  with  civil  service  regulations.  He  considers  whether 
holding  the  promotional  examination  as  recommended  would  have 
complicating  results  in  other  departments.  His  recommendations  and 
the  opinion  of  the  budget  examiner  are  then  given  to  the  Budget  Direc- 
tor. Similarly,  job  descriptions  drawn  up  by  the  Civil  Service  Com- 
mission must  be  approved  by  the  Budget  Director,  and  within  the 
Budget  Bureau  they  follow  much  the  same  course  as  do  recommenda- 
tions for  promotional  examinations.  These  powers  over  personnel  mat- 
ters are  justified  by  the  Budget  Bureau  on  the  theory  that  anything 
that  affects  the  expenditure  of  money  from  the  expense  budget  is  a 
budgetary  problem  and  must  be  subject  to  the  veto  of  the  Budget 
Bureau. 

Expediture  Control — the  Comptroller 

The  Comptroller  sends  monthly  to  the  Budget  Bureau  and  to  each 
department  and  agency  a  statement  which  shows  the  vouchered  pay- 
ments and  unencumbered  balance  in  each  code.  The  budget  examiners 
indicate  that  they  make  little  use  of  the  Comptroller's  report.  The 
Comptroller's  books  are  on  a  voucher  basis  and  do  not  show  encum- 
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brances,  except  for  major  contractual  obligations.  The  accounts  of  the 
departments  give  a  much  better  current  picture  of  the  condition  of  the 
appropriations  since  they  show  encumbrances  and  in  some  instances 
even  requisitions.  When  a  department  is  running  low  in  an  appropria- 
tion, it  is  likely  to  let  the  budget  examiner  know  that  it  may  need  addi- 
tional funds  long  before  he  would  find  it  out  otherwise. 

Moreover,  the  Comptroller's  reports  cannot  show  a  complete  record 
of  the  department's  contractual  commitments.  Although  the  Comptrol- 
ler's accounts  provide  for  recording  contractual  obligations  at  the  time 
the  contract  is  let,  his  accounts  do  not  provide  for  setting  a  value  on  the 
so-called  one-dollar  open-market  contract  at  the  time  the  contract  is 
recorded.  Such  a  contract  provides  for  purchasing  an  indeterminate 
number  of  units  at  a  set  price.  It  is  used  by  the  operating  departments 
and  by  the  Department  of  Purchase  which  sets  up  an  estimated  en- 
cumbrance for  each  contract  at  the  time  it  is  let. 

The  value  of  the  Comptroller's  reports  on  appropriations  is  ques- 
tionable due  to  the  fact  that  deficits  are  reported  which  are  not  always 
true  representations  of  the  condition  of  the  appropriations.  For  instance, 
in  November  1949,  two  transfers  totaling  $142,510.07  were  made  from 
the  Parks  Department's  expense  budget  "Contractual  Service  (Rehabili- 
tation of  Park  Areas  by  Contract)"  to  the  capital  budget  to  cover  con- 
tracts in  order  to  keep  work  going  on  St.  Mary's  Recreation  Center  in 
the  Bronx.  The  Board  of  Estimate  acted  in  February  1950,  to  replace 
the  money  from  capital  funds  and  the  department's  books  showed  this 
replacement.  But  the  Comptroller's  books  failed  to  show  the  replace- 
ment and  for  at  least  the  last  two  months  of  the  fiscal  year  vouchers  were 
paid  from  a  code  showing  an  overdraft. 

The  Comptroller  may  also  show  a  deficit  in  a  code  because  of  the 
way  budget  note  accounts  are  handled.  For  instance,  a  budget  note 
account  of  $2,500,000  was  set  up  in  the  1949-50  fiscal  year  to  meet 
retroactive  prevailing  rate  costs  in  the  Department  of  Sanitation  code 
6609,  "wages,  sweeping,  collection  and  disposal  force."  The  Comptroller 
charged  current  wages  and  the  retroactive  prevailing  rate  payments  to 
code  6609  which  showed  a  deficit  of  $1,617,661.04  on  June  30,  1950. 
At  the  close  of  the  day,  this  deficit  was  closed  out  to  the  budget  note 
account.  After  the  end  of  the  fiscal  year,  warrants  continued  to  be 
charged  to  code  6609  which  showed  a  deficit  of  $530,397.95  when  it  was 
again  closed  out  to  the  budget  note  account  on  October  13,  1950.  The 
resulting  balance  in  the  budget  note  account  of  $351,941.01  was  trans- 
ferred back  to  reopen  code  6609.  The  Board  of  Estimate  resolution  of 
January  25,  1951,  again  transferred  $347,065  out  of  the  code.  Even  so, 
a  small  balance  still  remained  in  the  1949-50  code  6609  account. 

Is  it  surprising  then  that  on  March  24,  1950,  and  May  16,  1950,  it 
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was  thought  necessary  to  make  two  transfers  totaling  $205,000  into  this 
code  to  meet  the  cost  of  extra  Sunday  work  after  a  windstorm  and  that 
the  code  should  finally  have  an  unused  balance  of  just  over  $350,000? 

Monthly  Report  of  the  Department  of  Purchase 

Each  month  the  Department  of  Purchase  sends  to  the  Budget  Bureau 
a  report  comparing  the  amount  committed  and  the  amount  allotted  in 
each  of  the  General  Purchase  Fund  codes.  The  report  also  shows  the 
appropriation  for  the  year  for  each  code.  A  letter  accompanies  each 
report  indicating  in  which  codes  the  Department  of  Purchase  believes 
expenditures  are  being  made  too  fast  and  listing  the  orders  which  are 
being  held  for  lack  of  sufficient  balance  in  a  code. 

The  report  and  the  letter  are  referred  to  the  examiner  for  the  Depart- 
ment of  Correction.  He  notifies  the  examiners  concerned  with  the 
departments  indicated  in  the  letter  and  he  makes  further  analysis  of  the 
report. 

The  report  of  the  Department  of  Purchase  is  limited  in  its  useful- 
ness to  the  Budget  Bureau.  First,  of  course,  it  covers  only  the  General 
Purchase  Fund  accounts;  many  appropriations  are  divided  between  the 
General  Purchase  Fund  and  the  operating  department.  Second,  it  seldom 
is  issued  sooner  than  25  days  after  the  end  of  the  month  of  record  and 
often  it  becomes  available  a  good  deal  later.  Then  there  is  the  fact  that  a 
comparison  of  commitments  with  allotments  is  not  realistic.  For  in- 
stance, the  amount  which  will  be  used  for  stores  supplies  is  estimated 
and  deducted  from  each  code  at  the  beginning  of  the  year.  This  deduc- 
tion is  treated  as  a  commitment  even  though  the  department  has  as  yet 
used  no  stores  and  no  liability  has  been  incurred.  Thus  the  codes  start 
the  year  with  commitments  exceeding  allotted  funds,  a  condition  which 
the  report  shows  as  a  deficit. 

Monthly  allotments  are  determined  simply  by  dividing  the  annual 
appropriation  into  12  equal  parts.  In  the  case  of  such  items  as  fuel  or 
printing  most  of  the  year's  commitments  may  be  made  in  a  single 
month.  Hence  comparison  of  the  commitment  with  three-twelfths  or 
four-twelfths  of  the  annual  appropriation  is  not  very  helpful  to  the 
budget  examiner. 

Budget  examiners  tend  to  depend  more  on  departmental  records  for 
expenditure  control  information  than  on  the  accounts  of  the  Comptroller 
or  the  Department  of  Purchase  although  they  check  these  sources  when 
an  account  indicates  that  it  is  being  overdrawn. 

Equipment.  All  equipment  must  be  bought  by  the  Department  of 
Purchase.  To  obtain  a  new  piece  of  equipment,  a  department  must  have 
the  approval  of  the  Budget  Director.  The  departmental  request  is  re- 
ferred to  the  engineer  or  budget  examiner  concerned  who  checks  a? 
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to  whether  the  piece  of  equipment  requested  was  allowed  in  the  appro- 
priation. If  the  new  equipment  is  a  replacement,  the  examiner  reviews 
again  the  use,  condition,  and  operating  experience  of  the  piece  to  be 
replaced.  The  examiner's  recommendation  goes  to  the  Director  for  his 
decision.  If  approved,  a  certificate  is  issued  and  sent  to  the  department 
and  to  the  Department  of  Purchase.  There  is  a  tendency  for  the  Budget 
Bureau  to  hold  up  equipment  purchases  in  order  to  be  assured  of 
enough  funds  to  meet  unexpected  expenditures  in  other  General  Pur- 
chase Fund  accounts  such  as  those  for  food  and  drugs. 

Fuel  Supplies.  Contracts  are  let,  usually  in  September,  for  fuel  sup- 
plies. The  fuel  is  delivered  as  needed.  The  operating  department  notifies 
the  Department  of  Purchase  of  each  delivery.  When  the  contract  is 
let,  the  Department  of  Purchase  encumbers  the  operating  department's 
fuel  appropriation  by  setting  up  a  reserve  against  the  estimated  liability. 
As  the  reserve  becomes  exhausted  the  Department  of  Purchase  notifies 
the  operating  department  and  sometimes  warns  the  vendors  that  no 
further  fuel  can  be  paid  for.  However,  if  the  fuel  is  necessary  the 
department  usually  has  the  vendor  deliver  it  anyway,  which  the 
vendors  seem  perfectly  willing  to  do.  The  department  then  seeks  the 
necessary  money  through  the  Budget  Bureau.  In  recent  winters,  the 
mildness  of  the  weather  has  created  unused  balances  in  the  appropria- 
tions for  fuel  supplies  except  in  the  Department  of  Education  where 
fuel  appropriations  are  habitually  underestimated. 

Food  and  Drugs.  When  it  appears  that  expenditures  for  food  or 
medical  supplies  will  exceed  the  appropriations  for  these  items,  the 
Budget  Bureau  is  warned  usually  first  by  the  department  concerned  and 
sometimes  at  a  later  date  by  the  Department  of  Purchase.  The  engineer 
or  examiner  in  charge  of  the  codes  involved  investigates  and  reports  to 
the  Budget  Director  the  reason  for  the  shortage.  In  the  case  of  food, 
it  may  have  been  that  the  estimate  of  the  number  of  meals  to  be  served 
was  too  low,  or  that  prices  rose  more  than  was  expected.  It  was  stated 
to  us  that  the  cause  would  not  be  due  to  sudden  dietary  changes.  The 
Department  of  Purchase  does  not  hold  up  orders  for  purchasing  food 
or  medical  supplies  due  to  shortage  of  funds.  It  is  felt  that  these  are 
essentials  and  that  the  funds  must  be  found  elsewhere  if  additional 
money  is  needed. 

The  Board  of  Estimate  resolution  of  January  25,  1951,  transferred 
$163,690.90  from  accounts  within  the  General  Purchase  Fund  with  plus 
balances  to  other  accounts  within  the  fund  with  deficits.  The  total 
amount  transferred  came  from  fuel  supply  accounts  and  motor  vehicle 
equipment  funds  not  used.  The  former  amounted  to  $133,690.90  and 
the  latter  to  $30,000.  Of  the  $163,690.90  transferred,  $100,000.00  went 
to  the  food  and  forage  supplies  account  of  the  Department  of  Correc- 
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tion  and  $20,000  went  to  medical  supplies  for  the  Department  of 
Hospitals. 

Consolidation  of  the  General  School  Fund,  May  11,  1950 

The  accounts  in  the  Department  of  Education  are  set  up  according 
to  the  codes  indicated  in  the  city  budget  and  the  Comptroller's  report. 
During  the  first  10  months  of  the  year,  the  Department  of  Education 
posts  its  encumbrances,  transfers  and  modifications  to  these  accounts. 
Near  the  end  of  the  year  when  deficits  begin  to  appear  in  the  codes,  the 
department  seeks  and  obtains  the  authority  of  the  Board  of  Estimate 
to  consolidate  into  one  fund  the  codes  of  the  General  School  Fund.  In 
1949-50  this  authority  was  granted  May  11,  1950.  The  General  School 
Fund  codes  provide  for  the  salaries  of  the  supervising  and  teaching 
staffs,  including  attendance  officers.  The  total  amount  appropriated  to 
these  codes  in  1949-50  was  $168.1  million. 

At  the  time  the  authority  to  consolidate  the  codes  is  granted,  neither 
the  Department  of  Education  nor  the  Comptroller  closes  the  various 
accounts  into  one  account.  The  department  continues  to  post  all  debits 
and  credits  to  the  correct  codes.  Some  of  these  will  show  deficits  while 
others  retain  surpluses.  The  main  control  over  the  expenditures  from 
these  codes  is  not  through  the  dollar  totals  in  the  accounting  office  but 
through  the  position  authorization  of  the  superintendent  in  charge  of 
personnel.  He  controls  the  number  of  positions  available  to  each  func- 
tion of  the  department.  It  is  his  responsibility  to  see  that  the  number 
of  positions  actually  filled  is  not  excessive. 

Apparently,  however,  once  the  authority  to  consolidate  the  codes 
has  been  granted,  the  Comptroller  posts  a  considerable  number  of  the 
vouchers  and  transfers  of  all  the  affected  codes  to  code  4011-001,  Gen- 
eral Professional  Control.  For  example,  his  Report  for  1949-50  (p.  66) 
showed  for  this  code  a  budget  appropriation  of  $1,346,345.  He  showed 
the  budget  as  adjusted  amounting  to  only  $494,628.  His  voucher  ex- 
pense of  $2,144,079.31  plus  encumbrances  of  $375  indicated  expendi- 
tures from  this  code  of  $2,144,454.31.  This  left  a  deficit  figure  as  of 
June  30,  1950  of  $1,649,826.31,  which  required  future  adjustment. 

Departmental  accounts  for  code  4011-001  indicated  that  $17,623 
was  added  by  transfer  to  the  original  appropriation  of  $1,346,345. 
Expenditures  actually  amounted  to  $1,203,530.  There  was  a  plus  bal- 
ance at  year-end  of  $160,438. 

The  way  in  which  the  Comptroller  handled  this  code  certainly  leaves 
the  reader  of  his  Report  with  an  erroneous  impression.  However,  a 
more  fundamental  question  might  be  raised  as  to  why  the  accounts  are 
carried  by  codes  during  the  first  10  months  if  the  plus  and  minus 
balances  are  to  be  consolidated  as  soon  as  deficits  begin  to  appear. 


BUDGET  BUREAU  AND  ADMINISTRATION 


87 


VI.  The  Budget  Bureau  and  Departmental  Administration 

The  Budget  Bureau  maintains  that  its  budget  examiners  are  not  to 
change  or  influence  the  basic  policy  decisions  of  the  departments.  At 
the  same  time,  it  holds  that  anything  affecting  expenditures  from  the 
expense  budget  is  a  concern  of  the  Budget  Bureau.  This  latter  policy 
often  takes  the  budget  examiner  deep  into  administrative  decisions 
made  in  operating  each  department. 

For  instance,  it  has  already  been  mentioned  that  the  Parks  Depart- 
ment co-operates  with  the  budget  examiner  by  consulting  him  concerning 
which  men  should  be  promoted  or  should  receive  meritorious  salary 
increases.  In  equipment  purchases,  the  department  believes  in  the 
economy  of  heavier  hauling  trucks;  the  examiner  favors  lighter  vehicles 
in  his  recommendations  to  the  Budget  Director.  The  department  wants 
to  give  first  aid,  including  bandaging,  to  children  hurt  in  certain  play- 
grounds; the  examiner  believes  that  if  complete  treatment  is  given  the 
child  does  not  receive  adequate  further  care  at  home  and  the  city  gov- 
ernment is  held  for  consequences.  He  rejects  requests  for  the  additional 
first  aid  supplies.  The  department  believes  that  after  a  project  is  con- 
structed with  capital  budget  funds,  such  as  Wolman  Memorial,  the  cost 
of  repairing  the  damage  done  to  the  park  trucks  and  other  equipment 
and  similar  landscaping  necessary  to  restore  the  surrounding  area  to 
its  previous  condition  should  be  borne  by  the  capital  budget.  The 
budget  examiner  feels  that  this  repair  work  should  be  done  by  the 
regular  park  crews  allowed  in  the  expense  budget. 

In  the  past  two  years,  a  division  in  administrative  authority  within 
the  Fire  Department  prevented  the  department  from  deciding  what 
types  of  fire  equipment  should  be  purchased.  The  appropriations  for 
equipment  were  for  the  most  part  not  committed.  The  Budget  Bureau 
felt  that  it  should  not  set  the  policy  of  the  Fire  Department  and  looked 
to  eventual  changes  in  the  organizational  structure  of  the  department 
to  solve  the  problem.  Then  when  the  newly  appointed  (January  1951) 
Fire  Commissioner's  reorganization  proposals  differed  from  those  that 
had  previously  found  acceptance  in  the  Budget  Bureau,  it  did  not  hesi- 
tate to  hold  up  the  transfers  necessary  to  carry  out  the  Commissioner's 
plan. 

Wherever  central  budgetary  control  oversteps  its  proper  bounds,  it 
must  necessarily  interfere  unduly  with  the  responsibilities  of  depart- 
ment administrators.  The  above  illustrations  indicate  that  the  Budget 
Director  needs  to  give  continuing  and  careful  consideration  to  the  rela- 
tionships between  the  Budget  Bureau  and  the  operating  departments. 
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